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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


Part 6—Memphis, Tenn. 


THURSDAY, NOVEMBER 3, 1955 


Howse or Representatives, 
SpeciaL SUBCOMMITTEE ON WATER RESOURCES AND PowER 
OF THE CoMMITTEE ON GOVERNMENT OPERATIONS, 
Memphis, Tenn. 

The special subcommittee met, pursuant to notice, in the Federal 
courtroom, Post Office Building, age ar Tenn., at 10 a. m., Hon. 
Robert E. Jones, Jr. (chairman of the special subcommittee) 
presiding. 

Members present: Representatives Robert E. Jones, Jr., Martha 
W. Griffiths, Henry S. Reuss, and Glenard P. Lipscomb. 

Also present: Representative Clifford Davis, William C. Wise, 
staff director; William L. Sturdevant, professional staff member; 
and Robert Morris. 

Mr. Jones. This is a special subcommittee of the Committee on 
Government Operations selected to study the recommendations of 
the Hoover Commission Report on Water Resources and Power. 
Mrs. Martha W. Griffiths on my right is a member of the subcom- 
mittee from the State of Michigan; Mr. Henry Reuss, a member of 
the subcommittee of the State of Wisconsin; Glen Lipscomb on my 
left is a member of the subcommittee from the State of California. 
My name is Bob Jones and I am a member from the State of Alabama. 
Our host for this meeting, who has received us so cordially, is your 
own Congressman Cliff Davis. Cliff Davis probably more than any 
man in the Congress has worked harder and more diligently on water 
resources’ problems, and knows the field of water resources better 
than any Member of the House or Senate. He is chairman of the 
Committee on Public Works Subcommittee on Flood Control of the 
House of Representatives and he has served in that capacity for a 
number of years. 

He is familiar with the projects throughout the country and has 
dedicated himself to studying the problems of water-resources de- 
velopment and trying to devise a sound and prudent method for 
Federal investment in these types of projects. 

Cliff, we are delighted to have the opportunity to come to Memphis 
to visit with you and get some of your knowledge firsthand. We are 
going to ask you to sit with us so that you may from time to time 
give us some information that will lead us to make more careful 
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inquiries into the matters that are elicited from the various witnesses. 

I want to say to you that we always look forward to coming to 
Memphis and more especially coming to Memphis when you are here 
and can show us the true Southern hospitality. 


STATEMENT OF HON. CLIFFORD DAVIS, A REPRESENTATIVE IW 
CONGRESS FROM THE STATE OF TENNESSEE 


Mr. Davis. Thank you. 

Mr. Jonegs. It is good to have you, Mr. Davis. 

Mr. Davis. Thank you, Mr. Chairman. I certainly want to express 
my very deep, genuine, and sincere appreciation for those kind words 
you had to say about me. Of course I say this facetiously, but maybe 
not too facetiously since this is an off-election year as far as Members 
of Congress are concerned, but a kind word from a colleague from a 
different State always is helpful. 

Mr. Jonrs. I might say you know I am in a rather unique position. 
I serve on the committee of which you are chairman so if I do not 
say good things about you you are likely to fire me. 

{r. Davis. Thank you again, Mr. Chairman. It is fortunate that 
we have more of you members from distant sections of the country 
ee in Memphis, the very center of the Midsouth—midway 

etween the city of Chicago and the city of New Orleans. 

This is a rapidly growing section in every possible way. I can 
start with culture and churches and schools and go to Army installa- 
tions, industry, business, chemicals, or almost any part of our 
economy. You will find them all affected very substantially in this 
wide area, even reaching into your own district of Alabama, Mr. 
Jones. Weare always glad to have Members of Congress come to this 
great city so that you can see the way in which we live and you can 
find a solution to some of our problems. 

You will pardon me, but I am not going to make any long statement 
since we have a few witnesses who know a great deal about this situa- 
tion. I can say, though, Mr. Chairman, that these gentlemen are well 
qualified to give you their views. While there may be some others who 
may volunteer to make statements, those few who will make statements 
to you will not take up your time unduly but will come right to the 
point. They have thought these matters through and will give you 
their best judgment. 

I have been amazed at the very great interest expressed by other 
sections of the country on water resources and water control. A great 
many people in this country do not yet realize that 47 percent of the 
surface water of this big country of ours carries right down the Mis- 
sissippi River, right by our front door, into the gulf. 

By the way, I am delighted to see General Hardin, the president of 
the Mississippi River Comantaston, present here. He is one of the 
ablest engineer officers we have ever had in the long, fine history of the 
Corps of Engineers. Perhaps he will add something here. Of course 
you know him personally, Mr. Chairman. 

A great many people in this country are surprised to know that we 
have this demand being made on us to take care of these waters. I 
think you will find the river here very low now. We have had a short- 
age of water in that river but we never know when the river will be- 
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come wild and with disastrous consequences when it takes the flow to 
the gulf. We have to be prepared for that. However, I come back to 
one other thing: That you find a new interest in flood control in other 
sections of the country because of the disastrous damage and great 
destruction done in New England, not once, but twice in a matter of a 
couple of months. So I will tell you as a member of our committee, 
and your colleagues on this subcommittee that the leadership in the 
House has been in contact with me. We will have a whale of a bill 
offered this next session, General Hardin, from other sections of the 
country. Of course, we have to come along with our own also. 

They are thinking about control of water everywhere. We know 
that we must control the waters but we feel that God has given us this 
abundance of water. I cannot quote the engineers exactly, but their 
philosophy is that you have to help the river do what the river wants 
to do. You cannot change the course of a river too many times. If 
that river decides to change its course you have to go along and help it 
do what it wants to do. In helping it do that you are going to have to 
help the people along its banks. 

Secondly, the engineers have the philosophy that since we have this 
God-given stream it should be used for the public welfare. I wish it 
were possible for all of you to have taken the trip that I have with 
General Hardin down the Mississippi on a steamer where you could 
see the levee protections that have been built and where you would 
meet barges going in both directions all during the day and night, 
sometimes with a trainload of tonnage, and carrying petroleum prod- 
ucts and many other things. We had our good friend from Michigan, 
Mr. George Dondero, there with us. Of course he was very much in- 
terested in automobiles since he comes from Michigan. George was 
absolutely carried away when he saw—and I can stand corrected on 
this amount—seven or eight hundred automobiles on a barge coming 
down the river. It was really a beautiful sight with all of these varie- 
gated colors on the automobiles, to see seven or eight hundred of them 
come down on this barge and land in our big harbor project which is 
important to the economy of our country. They unload those cars 
and they put about a gallon of gasoline in them and drive them out 
of here ee ultimately to the Far West and the South, the North- 
east and the Northwest, the Southeast and the East—in every direc- 
tion. 

I.am making the point here that we use the river for commerce and 
for the great general welfare of our people. You see a constant 
stream of business going back and forth on the river. I want to say 
to my colleagues from other parts of the country that long ago I came 
to the very definite conclusion that what helps one section of the coun- 
try is bound sooner or later to help other sections of the country. 
And, so help me, the longer I stay in Congress—and seniority matures 
a man in his thoughts and reasonableness—the more I try to back 
some of you with your projects in other sections of the country. I say, 
“Can’t I be for that because of the general welfare of this great coun- 
try of ours?” 

You will pardon me for saying too much, but I accept with very 
great pleasure the opportunity and honor to sit here with you. 

Colonel Kittrell, 1 think, is in possession of the list of witnesses 
who will testify before you today. I know Colonel Kittrell is going 
to make a statement himself. We are in accord on this. 



















1030 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Bob, this is the first time and the last time I suppose that you and I 
will ever be able to sit in a Federal courtroom. It must be grand to 
have a lifetime job where you know you can sit there as long as you 
behave yourself and you stay in good health, and where you do not 
have to run every other year for office. I started to ask you to strike 
that from the record. 

Colonel Kittrell, I will ask you to come around subject to the ap- 
proval of the chairman. 

Mr. Jonrs. You are Colonel Clark Kittrell, representing the Shelby 
County Port Commission ? 


STATEMENT OF CLARK KITTRELL, PORT DIRECTOR, MEMPHIS AND 
SHELBY COUNTY PORT COMMISSION 


Mr. Kirrrett. The Memphis and Shelby County Port Commission, 
Mr. Congressman. My name is Clark Kittrell and I am port director 
for the Memphis and Shelby County Port Commission. The state- 
ment which I will make is sanctioned by the individual members of 
the port commission who are prominent businessmen and civic leaders 
serving without compensation. We are particularly interested in the 
inland waterways of the United States and their complete develop- 
ment to the end that they may make their maximum contribution to 
the economic growth and stability of our great Nation. 

The tremendous growth of industry along the waterways is due 

rincipally to the availability of low-cost water transportation for 

ulk inet Outstanding examples of this expansion are the in- 
dustrial cities along the Great Lakes, the west coast, the gulf coast, 
and in the Pittsburgh area. The creation of this huge wealth which 
is producing cargo for all modes of transportation is a great credit to 
the waterways. 

As you know the coal industry has been tremendously depressed. 
Just now it seems to be in the recuperative stage. Coal can compete 
with other forms of fuel only because of low-cost water transporta- 
tion, and a sizable portion of inland waterborne commerce is made up 
of coal shipments. The margin of cost as between coal and other 
fuels is so small that imposition of user tolls would drive much of the 
coal off waterways and would have a very depressing effect upon the 
coal industry. 

The waterways belong to the people, because it is the taxpayer’s 
money with which they are developed and maintained. The benefits 
from the full use of the waterways accrue to the public. You of the 
Congress are well aware that before a river and harbor project is 
approved by you there must be a positive showing, after complete sur- 
veys and studies, that the project will provide a favorable benefit-cost 
ratio. In other words you require reasonable proof that every tax dol- 
lar which you invest in the project will be returned with dividends. In 
the case of the navigable waters, the major part of these returns is in 
the form of freight savings. In most cases these savings have far 
exceeded what was predicted when you approved the expenditure. 
This is true because the records show that tonnages carried on our 
inland waterways have in most cases grown far beyond expectancy. 

The imposition of tolls or user charges on these waterways will not 
help the consumer, that is the taxpayer, because the carrier will add 
the charge to the freight cost. It would simply mean a transfer from 
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one pocket to the other. If it stopped here it wouldn’t be so bad, but 
actually the consumer will lose in the long run rather than gain. My 
reasoning is this and I am confident that it is sound. The imposition 
of tolls will discourage many shipments now being made by water, 
especially those where the rate differential between competing modes 
of transportation is small. The barge and towboat equipment which 
has been so long in the building will shrink and deteriorate and when, 
due to starvation it becomes impotent, the time is then ripe for an 
overall increase in freight rates. The consumer will inevitably pay 
the bill. This has happened before. 

It takes a long time and much capital, as history shows, for barge 
equipment to be built up to the point where the waterways can have 
a healthy effect upon the control of freight charges, as they now have. 

It is my firm conviction that the imposition of tolls upon our water- 
ways will have a deteriorating effect upon them and upon the equip- 
ment, much of which is specialized. We need these waterways and the 
equipment in the best operating condition possible in case of a national 
emergency such as we recently experienced in World War II. Then, 
all forms of transportation were used to the maximum extent and did 
a remarkable job. Thousands of oceangoing vessels for the war were 
constructed at inland ports and floated to sea over our improved in- 
land waterways. 

Let’s let the people keep their inland waterways and continue to en- 
joy the low freight costs which they produce. 

I thank you for the privilege of appearing before you. 

Mr. Jones. Thank you, Mr. Kittrell. Are there any questions? 

(No response. ) 

Mr. Jones. Mr. Kittrell, I would like to ask you a question. What is 
the traffic index of the Memphis terminals? 

Mr. Krrrrewu. The traffic in and out of Memphis at the present time 
is right around 314 million tons a year. 

Mr. Jones. What type of cargoes does it consist of? What are the 
principal items that make it up ? 

Mr. Krrrrety. I do not have those figures with me but petroleum 
products are a large item of shipment. 

Mr. Jones. Where does that shipment originate? 

Mr. Kirrreti. Both ways, Mr. Chairman—from below and from 
above. There are refineries around East St. Louis. That is shipped 
down here. Then the Texas and Louisiana refineries ship up here. It 
is shipped both ways. 

Mr. Jones. What other products besides oil are shipped? 

Mr. Krrrreti. Coal is coming back on the river. There will be a 
tremendous coal shipment into this area when the generating plant 
pr by the city of Memphis. It will go way up into the millions 
of tons. 

Mr. Jones. Where will that shipment of coal originate? In Ken- 
tucky ? 

Mr. Kirrrety. I expect a large percentage of it will come out of 
Kentucky. The Federal Government at the present time, as you well 
know, is opening up the Green River to coal shipments by barge, and 
then as soon as those improvements are completed a large shipment 
will come out of Green River, Ky., area. Yes. 
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Mr. Jones. And part of that shipment will come down the Ohio 
River? 

Mr. Kirrreti. Yes, sir, a great percentage of it. The Ohio River 
is a heavy coal-carrying stream as you know. 

Mr. Jones. Do you recall the recommendations made by the Hoover 
Commission for collecting tolls based on the maintenance and oper- 
ation costs? Have you explored what the cost of the maintenance 
and operation of the navigation features would be on the Mississippi 
River, for instance ? 

Mr. Krrrrett. No, I have not, Mr. Congressman. Those figures, 
of course, are of record in the Corps of Engineers report. I have 
some figures here on the cost of amortization, and maintenance, and 
operation of several navigable waterways as compared to the freight 
savings. 

Mr. Jones. You do not have any figures that would reveal on the 
basis of maintenance and operation alone what it would cost per ton- 
mile of increase in the cost of transportation on the Mississippi River 
and tributaries, do you ? 

Mr. Kirrrett. No, I do not. I think it would be very complicated 
to determine that from the maintenance figures because maintenance 
varies in different portions of the stream. For instance, the operat- 
ing costs on the upper river would be much more than the lower Mis- 
sissippi because of the locks and dams. 

Mr. Jones. The Hoover Commission in its recommendations did 
not try to formulate any scheme for fixing the rates based on main- 
tenance and operation, did they? Do you recall that portion of the 
report ? 

Mr. Kirrretz. As far as I know, no, sir. They did not attempt to 
formulate any rule for fixing it. 

Mr. Jones. Do you think it would be a pretty difficult matter to try 
to estimate or calculate the cost that would be charged if tolls were 
imposed, based on the maintenance and operations costs ? 

Mr. Krrrretu. I should think, Mr. Congressman, it would be a 
question of getting from the Corps of Engineers the costs of mainte- 
nance for any section which you might wish. Then with that figure 
and the figure of the tonnage handled, you could apply that cost to 
the tonnage and come up with a ton-mile figure. 

Mr. Jones. But you have a different rate for every stream leading 
into the Ohio where you have some old locks. The cost of operation 
and maintenance of those locks is much higher than it is with the 
new ones. Therefore you would have a different rate based on the 
maintenance and operation of the project on the Ohio River than 
you would probably on the upper Mississippi, the Tennessee, the 
lower Mississippi. 

Mr. Krrrreuy. Yes, sir. Or the Gulf Intracoastal Canal which 
carries a huge amount of tonnage. 

Mr. Jones. Any further questions? 

(No response. ) 

Mr. Jones. Thank you very much Colonel Kittrell. 

Mr. Davis. Will you be kind enough, Colonel Kittrell, with the 
chairman’s approval, to introduce the other witnesses from Mem- 
phis ? 

Mr. Jones. Yes, sir. Colonel, I will tell you what would be best 
for the committee. If we could have General Hardin testify about 
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the overall program of the Corps of Engineers on the river that would 
give us a better picture of the situation and then we can come back 
to witnesses and I think that will fit into the pattern of the develop- 
ment of the picture. 

Mr. Kirrretit. That would suit me better, Mr. Congressman, be- 
cause one of our witnesses from St. Louis is not here at the moment. 

Mr. Davis. I was not sure General Hardin was going to make a 
statement. Otherwise we would have put him out there in front of 
the firing line. 

Mr. Jones. General Hardin, it is good to see you. I want to echo 
the things Mr. Davis said about you. I have had occasion to be with 
the general and to hear his testimony on prior occasions and I know 
that no one is better equipped to give us the story of the lower Mis- 
sissippi than you are, Ganetal. 

Mr. Davis. He does not throw any words away but he knows all 
the words to use. 


STATEMENT OF BRIG. GEN. JOHN R. HARDIN, UNITED STATES 
ARMY, DIVISION ENGINEER, LOWER MISSISSIPPI VALLEY DIVI- 
SION, CORPS OF ENGINEERS, AND PRESIDENT, MISSISSIPPI RIVER 
COMMISSION 


General Harprn. Mr. Chairman, I am Brig. Gen. John R. Hardin, 
division engineer, lower Mississippi Valley division, Corps of Engi- 
neers, and president of the Mississippi River Commission. 

Mr. Jones. General, you might explain to the committee, as they 
probably have not had the opportunity to know it, just what the Mis- 
sissippi River Commission is. 

General Harpin. Mr. Chairman, the Mississippi River Commis- 
sion is a planning and policy-making group which is appointed by 
the President for the prosecution of the Mississippi River and tribu- 
taries project which covers the area of the alluvial valley of the Mis- 
sissippi River and extends from Cape Girardeau on the north to 
the Gulf of Mexico, and east and west to take in the valley which has 
been built by the Mississippi River extending up the tributaries 
insofar as they are affected by the flood waters of the Mississippi 
River. 

The Mississippi River Commission consists of a combination of 
civilians and personnel of the Corps of Engineers. Two of the mem- 
bers of the commission are civilian engineers; one is a businessman, 
generally ; and, another member is the representative of the Coast and 
Geodetic Survey. It also consists of three members of the Corps of 
Engineers, the senior of whom is the president. This is the form that 
has been in existence since 1879 when the commission was authorized 
by Congress. It has the responsibility, as I said, of providing the 
guidance and general direction, the recommendations on policies and 
the recommendations concerning the program and the carrying out 
of the program for the Mississippi Valley. Of course we are all sub- 
ject to the supervision of the Chief of Engineers and the Secretary of 
the Army. al 

Originally I think it is interesting to note that the Commission was 
appointed in those years when our Federal Government was primarily 
interested in the development of this basin from the standpoint of navi- 
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gation. At that time the Federal Government had not adopted any 
policy with respect to flood control. It was recognized, of course, from 
the outset that floods in this valley had a tremendous impact on the 
success or failure of providing a navigable channel on the Mississippi 
River. However for many years, going back to 1824 to be exact, the 
Federal Government participated in the improvement of the Missis- 
sippi River, from the early ave: only from the standpoint of naviga- 
tion. It was not until much later—the beginning of the 20th century— 
that the attitude was taken of even sharing the cost of flood-control 
improvements. Then we got the disastrous flood of 1927 which oc- 
curred, devastating this entire valley. Two hundred people were 
drowned in that flood and there were $200 million in damages which 
was a conservative estimate in those days. The life and economy of 
the region was greatly affected not only locally, but it had an impact 
on the Nation in various ways, through transportation and otherwise. 
It was at that time that Congress first took the position of being the 
directors of a flood-control program in a river valley in this country. 

You might say then that the flood control and the navigation projects 
in the lower valley, which I have the honor to serve in, began in its 
present state in the Flood Control Act of 1928. It was the first com- 
prehensive basin development in the country. Later the general flood- 
control acts which were passed by Congress in 1936 broadened the base 
and extended those policies and procedures to the entire country; but 
you might look upon the Mississippi River and tributaries project, 
under the Mississippi River Commission, as the point of beginning of 
national interest in flood control. 

Mr. Jones. The act of 1928 not only recognized the Mississippi 
River, but Federal responsibility to take on flood-control works for 
the relief of these disastrous floods everywhere else. 

General Harpin. That is true. 

Mr. Jones. And as you say, the base was broadened in the 1936 act 
and even further in the 1944 act; was it not? 

General Harpy. Yes, sir. 

Mr. Jones. So there is no question in anybody’s mind today that the 
Federal Government does have a responsibility to aid and assist in see- 
ing that these floods that bring about such devastation do not recur if 
it is possible to prevent them? Our policy is pretty well fixed with 
respect to that proposition, don’t you think, General ? 

General Harptn. Yes, sir; I do. Certainly as far as this basin is 
concerned the policy has been well fixed by a succession of legislative 
statements and authorizations of one kind or another. This project has, 
of course, been modified and extended since its inception in 1928. It is 
still a living project, keeping pace with the economic and other types 
of development of this basin. As a matter of fact it is under review 
right now by direction of the Congress and we are working very hard 
to prepare a complete review of this comprehensive valley develop- 
ment for submission to the Congress at some time in the near future, or 
several years from now. 

Mr. Jones. I believe the latest authorization is the authorization 
which Mr, Davis had in the flood-control committee on the Atchafalaya 
this past year, or this year ; was it not ? 

Mr. Davis. That is right. This year. 
Mr. Jonrs. That is the latest one. 
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General Harprn. The latest addition to the overall project was the 
Old River control undertaking which is to prevent a divectine of the 
Mississippi at the latitude of Old River, from departing its present 
channel and flowing to the gulf by a shorter route through the Atcha- 
falaya Basin. I think that is correct. 
r. Davis. A lot of people still do not realize that there could be 
a possibility that New Orleans, as far as the Mississippi River is con- 
cerned, could be left high and dry. That is a pressing problem, as 
ou so well presented it to our Subcommittee on Flood Control of the 
ublic Works Committee of the House. I judge you are really work- 
ing against time on that thing in your judgment; are you not? 

General Harpin. I think we are on time, Mr. Davis. We were for- 
tunate to get the authority and the funds to begin it. We have a con- 
tract now, as you know, which is actively underway for the first steps 
in the control of that river diversion. 

Mr. Davis. You will pardon me, Mr. Chairman, for interjecting this 
for the benefit of the other members of the committee. You see, that 
point is north of New Orleans. Therefore, you have to furnish that 
protection to keep the river from diverting and going into the rapid 
Atchafalaya and at the same time preserving the economy of the big 
crescent city of New Orleans. There is also an economy made in the 
movement back and forth from there. It has been very adequately 
shown that you save time and money coming up the Atchafalaya and 
coming north of the river at that point. So that development has an 
emergency angle and at the same time has a very strong dual economic 
angle. That isa fair statement, is it not, General ? 

General Harp1. It is extremely important, Mr. Davis, from the 
standpoint of change in the economy of the region which would result 
from it being deprived of fresh water. It would still be salt water 
but that would not serve the purpose. 

Mr. Davis. No. 

Mr. Jones. General, will you describe the general works of the Corps 
of Engineers and what the principal items of work are that you do 
on the river ? 

General Harprn. Well, let me treat the Mississippi River and tribu- 
taries project first because it is a comprehensive unit of work in this 
valley. Of course, it is the most important undertaking that we are 
charged with. 

This project to which I refer is for the purpose of controlling the 
damaging effects of floodwaters to provide for an effective and efficient 
navigation channel in the main stem of the Mississippi River. Also 
it is to provide improvements in the form of major drainage in the 
areas that have been either affected by works along the main stem 
of the Mississippi River, such as natural drainage having been affected, 
or to provide improved drainage in this flat alluvial basin all of which, 
of course, is directed toward the safeguarding of the economy of the 
region. 

Now this project consists of some rather big items. We have along 
the main stem of the Mississippi River, for instance, 1,600 miles of 
levees. They are not necessarily continuous because in certain places 
the river has meandered and is now lying against an escarpment on 
the east side in certain reaches, which makes it unnecessary to provide 
levee protection. 
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On the west side of the basin, however, the levee line is continuous 
except for those places where the tributaries enter into the main stem 
of the Mississippi, namely, at the mouth of the White, the St. Francis, 
the Arkansas, and the Red; and, of course, on the east bank we have 
tributaries which also play a predominant part in the overall project, 
namely, the Yazoo and Tennessee tributaries. That is, along the 
main stem. However, when this project was conceived it was appre- 
ciated that we could not confine the flood flows within the levee lines; 
and that two things had to be done. Therefore, you will find in this 
project the use of reservoirs for impounding waters. You will find 
that we have changed the pattern of the river by shortening its course 
to the gulf and creating what we call cutoffs by manmade shortening 
of the former tortuous, meandering channel of the river. , 

Then we have recognized the need and made provision for stabiliz- 
ing the channel in its most favorable route, ifter we arrive at that 
point. So, a large part of our present effort is directed toward keep- 
ing the river in its present place and preventing it from performing 
the traditional meandering which an alluvial stream will always 
do unless prevented from doing so, not only from the standpoint of 
making secure these expensive flood-control works which we con- 
struct on the banks, which would otherwise be destroyed; but, also, 
to maintain an effective and efficient navigation channel in the river. 

Those four steps are supplemented by just one more in the overall 
current plan or the master plan of this valley treatment. Recogniz- 
ing that we cannot maintain levees of sufficient types to confine all 
of the possible variations in flow, we have provided what might be 
termed safety valves, or floodways along the alluvial valley into which 
the flood may expand as it traverses north to south, taking advantage 
of the natural reservoir areas that nature has always occupied in the 
original state of this river, and diverting these flows to their ultimate 
destination by alternate channels rather than attempting to confine all 
floods within the levee lines. We have these floodways in various 
reaches of the river. We have one in the vicinity of Cairo to take 
the pressure off of the important transportation center of Cairo, IIl., by 
providing the New Madeira-Birds Point Floodway. 

To the south we have the Atchafalaya Basin as a great floodway. 
That is supplemented by what in effect 1s a floodway, although we call 
it a spillway, just north of New Orleans at Bonnecarre where, when 
flood stages get too high, we open a main gate control works and divert 
some of the flow into Lake Pontchartrain to avert disaster to New 
Orleans. 

The project we have in being at the present time, including the 
total authorizations that Congress has given us, amounts to $1,829 
million, of which we have received appropriations to the extent of 
approximately 69 percent of that sum. 

The progress, as you might well expect, is further advanced on the 
main stem of the Mississippi River than it is in the tributary area. 
However, the tributaries are an essential and important element of the 
whole, and we are now giving increased attention to the tributary 
areas, which, of course, are the areas that provide a great proportion 
of the benefits. 

The first line of defense along the main stem of the river is well 
along toward completion. You might say in terms of percentages 
that it is maybe 92 percent complete from the standpoint of the levees. 
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However, our stabilization works which play an important part in 
flood control and navigation are roughly 50 percent complete. The 
reservoirs are finished. The cutoffs are finished to shorten the river 
by 160 miles. The tributary areas vary from 20 percent in some areas 
to 50 and 60 percent in others. 

Mr. Jonzs. Are the dams constructed on the Tennessee and those 
in progress now on the Ohio, Missouri, and Arkansas, making sub- 
stantial contributions to the flood-control work on the lower Missis- 
sippi River ? 

eneral Harnrn. Reservoirs, Mr. Chairman? 

Mr. Jones. Yes, sir. 

General Harpin. Yes, sir; they do contribute substantially to the 
flood contro] that we might expect on the lower river. This project 
of ours is designed on the concept of a flood, which I think you will 
agree it is prudent to provide for—a flood that is larger than we have 
ever experienced. It is based roughly on a flood 20 percent larger 
than anything we have a record of; namely, that of 1927. But it was 
not arrived at on that basis. It was arrived at on a study of proba- 
bility of the storm pattern that we might reasonably expect over this 
basin, which Mr. Davis indicated is a large portion of the whole 
United States. The storm pattern will result in a meeting of flows 
out of the tributaries in such a way as to give us what we believe is 
this project flow. Any reservoir capacity that is built on the tribu- 
taries of the Mississippi River will, of course, contribute to the size 
of the flood that we might reasonably expect. 

This project was started when there were not too many reservoirs 
in being and not too much promise that there would be reservoirs 
within a reasonable number of years. But we do take into account 
the beneficial effects of impounding floodwaters on the Missouri and 
Ohio and upper Mississippi and the TVA area and all tributary 
streams to the Mississippi. 

Of course this valley is so huge that the benefit from reservoir stor- 
age is much greater in the tributary areas where they are built than 
the benefit will be in the lower basin. Nonetheless it is a substantial 
amount and as time goes on they expect the situation to be even further 
improved by reservoir storage. 

We have taken into account in computing the heights of our levees 
the magnitude of floods that could reasonably occur. But the reser- 
voirs are paying big dividends now in connection with navigation. 
For instance, if it had not been for the reservoirs in the Missouri 
Valley in the last 2 years—2 years during which we have experienced 
some of the lowest flows of the recorded history of this valley—we 
would have had at times less water in this region of the Mississippi 
in front of the levees amounting to one-fourth and possibly one-third. 
We now have a very low stage here at Memphis where it is either 
approximately at or below zero on the gage, meaning that that is about 
what you would expect as the lowest low water. But even so, with 
that low stage on the river, we would have experienced much lower 
stages had it not been for the contribution of the water out of Fort 
Peck and those other great dams on the Missouri system. 

I might add that that water goes all the way down to the mouth 
where the salt-water-intrusion problem is a real one at New Orleans. 
It could have been a very serious problem last year and again this 
year without that flow of fresh water from those reservoirs. 
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Mr. Jones. The pattern of flow of the Mississippi River which you 
just described, General, is characteristic of every stream in the country 
nowadays; is it not? , 

General Harprn. With respect to the weather cycle, Mr. Chairman? 

Mr. Jones. Not the weather cycle but the cycle of the reduction of 
flow in dry periods. We used to think in terms of just flood control. 
Now we have to start thinking about building dams to insure the 
flow during dry periods. 

General Haxpin, Oh, yes. I think now that we are out of the stage 
of having to worry so much in the lower Mississippi Valley about 
the threat of damage from water, that we are now in the area, very 
definitely, of providing water for a regulated, consistent, dependable 
flow. 

Mr. Jones. I recall, and I believe it was in your testimony, General, 
when you testified before Mr. Davis’ subcommittee on flood control 
in Washington, D. C., that you mentioned the amount of water used 
by the Ethyl plant in Baton Rouge, La. 

General Harprn. Yes, sir. 

Mr. Jones. I was astounded at the unbelievable amount of water 
that those plants in that area are using. They were threatened by 
the shortage of water caused by the prospect of a diversion. 

General Harprn. Modern industry which is coming to the Missis- 
sippi hig 4 it is my observation, is coming here for two reasons pri- 
marily. This great migration of the industrial potential of our Na- 
tion is seeking first of all water transportation; but, theie is also the 
industrial process which requires tremendous quantities of processed 
water, the chemical industry in particular. We are finding now that 
from Baton Rouge and below, for instance—and I have no doubt it 
will begin above that point soon—it is using over and over again the 
Mississippi River water in the process of their operation. 

Mr. Davis. This is so interesting and so informative. 

Mr. Chairman, if you will pardon me for a moment I would like 
Mr Wooten of our harbor project to come closer because I want him 
to hear what the general is saying. Mr. Wooten and I have to listen 
to the general saying this over and over, so I want him to move a little 
closer in order to hear everything that is being sr ~ 

Do not let me get you off of that subject, General, because it is 
intensely interesting to me, and I would like to have all of the people 
in this area learn how we are using more and more water and how 
we may conserve our water. Our own engineer said that we are 
planning to build five big pumping stations in the city of Memphis 
to take care of our metropolitan area needs. He indicated, General, 
that this would be the last deep wells that we could dig because we 
are increasing our population nationwide 3 million a year. We have 
160 million now and we are using more and more water to drink and 
to fight fires, and for irrigation, as well as for industry, chemical 
manufacturing, and so on. 

A lot of people used to think, well, we have plenty of rain and 
plenty of water. However, now, as the general so legitimately stated, 
and as he will develop further, we have to conserve the water that 
falls today so that we will have enough water for all of our purposes, 
some of which I have just quickly related. 

Pardon me, General, for interfering. 
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General Harprn. Mr. Davis, you remind me that I failed to men- 
tion another thing in the way of the use of water in this alluvial 
valley, which is growing very rapidly, and I think in years to come 
will be most impressive. That is in agriculture. 

This alluvial valley has been battled for and bled over by our 

eople since the earliest days, for one reason; that is, on account of 
its unbelievable richness. The soil here is of great depth and great 
fertility. It also has a favorable climate. In recent years, though, 
with all of those attributes of this alluvial area and with the strides 
that are being made in the intensive use of modern techniques of 
farming and selection of seeds, and better crop control and insecti- 
cides, and the widespread use of fertilizers—some of which are made 
in this area out of the natural gas and air that is available here in 
large quantities—the agricultural pattern that I have noticed is 
changing from one of just depending on the great gifts of nature to 
the application of intelligence and better know-how. 

Now the next step is the utilization of water even further to supple- 
ment those agricultural procedures. 

I was shown this year just across the river from here some tracts 
that are growing hybrid corn on a new planting, irrigating, and 
fertilizing basis, that are producing 125 and up to 150 bushels of 
corn per acre. 

By the same token with better techniques in irrigating pastures 
and irrigating other crops, tremendous yields are being obtained 
which, of course, at the moment you might say only magnifies our 
surplus problem, but in years to come I am satisfied it will be a 
tremendous boon to this Nation to have that capacity and capability. 
Now that they have found that water can be applied with equal 
benefit to fertilizers and other techniques, you find all up and down 
the river the withdrawal of water by pumps primarily, although other 
means are coming into being for supplementing rainfall and supple- 
menting the amount of rain we get. That is not necessarily an out- 
and-out irrigation procedure but it is supplementing the rain so 
that it can be applied in that critical period when the crops need it. 
They go to great expense in applying this water by expensive sprinkler 
and pipeline systems. 

Weare going to see more of that, Mr. Davis, as time goes on. 
I even anticipate in dry years it may pose a problem because the ex- 
cessive withdrawals will again aggravate the situation at the mouth 
of the river where salt-water intrusion can become acute; but I believe 
that it can be recognized in time to prevent it from becoming a truly 
critical situation. 

Mrs. Grirrirus. Mr. Chairman, can I ask a question ? 

Mr. Jones. Yes. 

Mrs. Grirrirus. Would this salt-water intrusion you speak of affect 
the supply of drinking water for the city of New Orleans, for instance? 

General Harprn. Oh, yes. It always has. As a matter of fact, salt 
water has always been in the river at New Orleans. The river bed 
there is 100 feet or more below sea level and it is a great estuary of 
the gulf in effect. So, from time immemorial the salt-water problem 
has been there. However, the fresh water, being lighter, flows on 
top of that salt water. We call the salt water a salt-water wedge 
which is permanently in position. The fresh water coming down 
from the upper Mississippi flows on top and does not create turbulence 
70818—56—pt. 6——2 
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between the two if the upper section of fresh water is of sufficient 
thickness to flow without getting mixed. But it is in the dry years 
such as the last two that we have had where the film, you might say, 
of fresh water is so thin on top of the salt water that the two become 
intermixed and your salinity takes a jump high enough to create 
intestinal disturbances among the people who might drink it. It also 
affects a lot of the industry which is located there primarily to enjoy 
pure, fresh water. They have to make other provisions under those 
conditions in order to avoid contamination by this salt-water intru- 
sion. 

The city of New Orleans has relocated in recent years their intake 
further upstream to avoid the contamination that too frequently oc- 
curred right at New Orleans. They now take their water out of the 
river a good many miles above the city. 

Mrs. Grrrrirus. Does the salt water now bother people farther up- 
stream? Does the intrusion become greater ? 

General Harvrn. The intrusion has not become greater. As a mat- 
ter of fact, the intrusion has become alleviated by this more constant 
flow of fresh water that is coming out of our reservoirs on the tribu- 
taries. Last year, as I say, I think really a most serious situation 
was prevented by the flow from the two great reservoirs in the Missouri 
Basin. 

Mr. Jones. General, there is one thing that impressed me and that 
has always impressed me. That is, at one of the interagency meetings 
up in Bismarck, 8. Dak., where we had a geologist testifying before 
that interagency committee, he testified to the effect that we are still 
getting the same amount of rainfall—we still have the same amount 
of water—and if we would be wise and prudent enough to use that 
water correctly, then we will not go through these periods of drought 
and flood. If we use our water properly and correctly then we will 
have sufficient control over it. That is the thing that we have to look 
to in the future, namely, to make these plans to see that wise use is 
made of our water and that we become conscious of the importance 
of water in our daily lives. 

General Harprn. I certainly subscribe to that theory wholeheart- 
edly, Mr. Chairman. The more I see of this business, and I have been 
in it a pretty long time now, I am convinced in my own mind that 
the saving of this great resource of water for this Nation is not a 
local thing, it is not a regional thing, but it is a tremendously dis- 
tributed problem that can only be handled on a national basis. I have 
given you the best recent example that comes to my mind of how the 
storage of water in far-off Montana, within 50 miles of the Canadian 
border, affects the economy of the States down here in the lower 
Mississippi Basin, not only from the standpoint of navigation but 
also from the standpoint of human consumption. I think if we are 
going to keep pace with this rapid growth in our population and 
with the changing pattern of our economy insofar as where industry 
is going to work and locate, that it behooves us to move rather fast in 
the development of water resources from the standpoint of conserva- 
tion—not just preventive measures such as flood protection, but from 
the standpoint of saving this great beneficial natural resource of 
water. 

Mr. Jones. I know several years ago Congressman Davis and I went 
on a trip up to Fort Peck and Garrison and Randall Dams, which 
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were just underway then. They told us later on it would probably 
affect New Orleans and the lower Mississippi, but it is hard for my 
mind to conceive just the important part they are playing, such as 
you have described here this morning. 

General Harprn. The impoundment of water in various river val- 
leys is not a pleasant thing to the people who live right there. We 
are constantly faced with that. 

Mr. Jones. You have been out on the Kaw and the Republican 
Rivers; have you not ? 

General Harprn. Sir? 

Mr. Jones. You have been to Kansas on the Kaw and Republican 
Rivers ? 

General Harprn. That is right. And the water would never be 
saved for the overall good if we did not have a policy of building 
things by the Federal Government. 

Mr. Liescoms. Mr. Chairman, I would like to ask the general a 
question. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lipscoms. From what you told us, you indicate to the commit- 
tee that Congress had better enact a national water policy as rapidly 
as possible. 

General Harprn. Mr. Lipscomb, I think I can say without doubt 
that that is my personal view, particularly not that we do not have 
laws on the subject now, and policies which pertain to navigation and 
flood control, but we do need guidance and we do need a policy which 
will be a broad concept policy for the conservation of water, whether 
it be for industrial, municipal, or pollution purposes, or whatever it 
may be. We do not have, in my opinion, adequate policy or laws at 
the moment on the building of projects which are for the purpose of 
conserving water. 

Mr. Lirscoms. We need a coordinated policy to look at the level of 
the National Government for guidance and participation by local and 
State levels so that we are all going in the same direction and not 
utilizing our natural resources to the disadvantage of the national 
welfare. I agree. 

Mr. Reuss. Mr. Chairman, I am interested in the questions and 
answers we have just heard. I want to be clear in my mind, Gen- 
eral, just what recommendations you are making, because, of course, 
this is a very serious and critical matter to us in Congress. I heard 

you say a moment ago that you believe that laws presently on the 
00ks enacted by Congress do state an adequate policy of conserving 
water supplies. Isthat correct? 

General Harprn. No, sir, not quite. I intended to say that I felt 
that the laws and policies which have been enacted pertaining to 
navigation and flood control leave out, you might say, the angle of 
water conservation. We are doing, by administrative action, you 
might say—and I was recently responsible for incorporating water 
supply in two reservoir projects which are in my division over in 
Texas, not on the Mississippi River project but the Texarkana Reser- 
voir and the Farrow’s Bridge Reservoir—in one case the policy that 
was finally used there was different from that used on the other. 

Mr. Reuss. To break this down I will start with the general state- 
ment that you feel there ought to be additional laws by Congress and 
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a clear congressional expression on certain phases of water policy. 
That is your feeling, is it not ? 

General Harprn. Yes, sir. 

Mr. Reuss. I think we will have to break those down into their 
components and see what you think is adequate and what you think 
is inadequate. I would like to ask you how you think we can improve 
this, because, believe me, it is my wish as a Congressman, and repre- 
senting I hope all of the people in this country, that we have the hest 
possible water laws on our books. So let us start at No. 1, navigation. 
Are you satisfied with the general policy now on Federal statute books 
with respect to navigation ¢ 

I leave to one side whether there are sufficient appropriations for a 
given project, and so on. However, as far as policy goes, are you 
satisfied with our Federal water policy with respect to navigation ? 

General Harpin. May I answer that question on the basis of m 
area of responsibility? Ithink the committee realizes that this overall 
policy is something which you might say is inappropriate for me to 
discuss in definitive terms on account of the fact that it is before the 
President at the present time and some recommendations might be 
expected in the very near future. 

Mr. Reuss. I ask it, General, solely in reference to your generalized 
statement that a clearly stated water policy by Congress is necessary. 
I want to try to come to grips with this problem. The only way I know 
of to do it is to just go down the line on our water problems and ask 
your opinion as an individual. 

General Harpin. Yes. 

Mr. Reuss. Wherein you think that we in Congress can improve the 
present laws now on the books. I guess the only way to start in is to 
start with navigation and go through flood control and domestic water 
supply, pollution, irrigation, and so on, and get your views as to where 
Congress’ policy is right and where it leaves something to be desired. 

The more concrete and constructive you can make your recommenda- 
tions as an individual, mind you, the more helpful you will be to this 
subcommittee. 

General Harprn. I can start out by saying I think our present 
policies and procedures with regard to navigation in the lower Missis- 
sippi Basin are adequate. 

Mr. Reuss. Fine. Let us then pass on to flood control. 

How about our present policies and procedures there ? 

General Harprn. I think that this project and others in my area 
have been advanced without difficulty and with tremendous benefit to 
the Nation asa whole. Therefore, I have no comments to make about 
the flood-control aspects. 

Mr. Reuss. Let us pass on then to power. 

General Harpy. I have no power projects within this division. 

Mr. Reuss. Do you have any feeling that Congress has stated the 
national policy with respect to waterpower unclearly or unsatisfac- 
torily, or in any other way not to the national interest, or do you see 
any way of improving our power legislation ? 

General Harprn. On account of the complexity of that problem I do 
not believe that a categorical answer can be offered. As I know the 
problem in different parts of the country, it varies from place to place, 
and I think that it would be very difficult for me, at least, to offer any 
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comment pro or con on the power policy of the Government. It is 
something that I really do not feel too qualified to discuss. 

Mr. Reuss. So we can sum up your testimony on the power aspect 
of water resources by saying that you have no specific improvements 
to offer over the present congressional policy. What about irrigation ? 

General Harpin. Well, I think there comes a differentiation between 
irrigation such as we know it in the arid States under the Department 
of the Interior. I think there is another area of water use such as I 
outlined here on the Mississippi River which needs some consideration 
of treatment. We refer to it as water supply rather than irrigation. 

Mr. Reuss. Let me come to the next area which I was going to pre- 
sent to you; namely, domestic, agricultural, and industrial water 
supply, and include irrigation in that, of course. I would appreciate 
your views there as to whether present congressional policies in your 
opinion are inadequate and, if so, how can we improve them ? 

General Harpin. Forgive me if I am wrong, but I do not believe 
there is any policy Congress established on water supply. 

Mr. Reuss. May I interrupt, General, to say that it is very easy to 
forgive you on that because I agree that there is an area where we 
are deficient in policy, and I have been trying to clear away some 
of the other areas wets Congress has stated a policy, so that we 
can come to grips with the problem. I suspect it was the nub 
of your statement before that a clear, overall water policy was neces- 
sary. Willyouproceed? I amextremely interested. 

Geusital Harpin. From the standpoint of water supply—and I re- 
fer, of course, to water supply in the sense of utilizing the opportunity 
of incorporating the idea of water supply in Federal undertakings 
that are primarily for some other purpose, for instance, water sup- 
ply from the standpoint of taking water out of the federally improved 

fississippi River. 

Mr. Reuss. A problem that Congressman Davis was referring to 
a moment ago ihen he spoke of Memphis’ plans for a five-point- 
pumping station, and so on. 

General Harpin. Water supply from the standpoint of providing 
storage areas in reservoirs which may be built in areas primarily for 
other purposes. Water supply, even to the point of providing stor- 
age primarily for water supply in itself, if that need is of national 
significance and not just a local proposition. 

r. Jones. In planning these reservoirs for storage and flood con- 
trol, and other uses, we have to anticipate the need for water 10, 20, 
and 30 years from this time, even though at the moment there would 
be no apparent use for that water ; is that correct ? 

General Harpvin. Yes. That poses a problem, Mr. Chairman, but 
I really think the wisdom of Congress will have to be applied to that, 
because there you touched on the vital point of what is in the national 
interest so far as Federal attitudes are concerned on the payment or 
deferment of payment, or to what degree payment will be paid. 
Those things are recognized as problems, but I would not venture 
an opinion as to how they should be handled. I think it is an ex- 
tremely broad problem, and for various areas to be treated equitably, 
bi inte be a well considered national policy prepared on the 

subject. 
Mr. Jonzs. Now, will you forgive me, Mr. Reuss? 
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Mr. Reuss. Yes. 

Mr. Jones. If you carry a project before Mr. Davis’ committee for 
economic justification of that project, that water use has to be proven 
at the time you construct it and not 10 or 20 years from now in order 
to make it economically justifiable. 

General Harpin. Yes, sir. 

Mr. Jones. Therefore, you think they should give greater latitude 
to anticipate the economic benefits that it might have at some future 
date, because you know inevitably the use of that water will be made 
in the area where the reservoir is constructed and in that way make it 
more economically justifiable ? 

General Harprn. Yes, sir. 

Mr. Reuss. Am I stating your thought correctly, General, when I 
say your view is that while the mission of the Corps of Engineers in 
particular and the Federal Government in general as to navigation 
and flood control has been quite clearly and accurately stated by Con- 
gress, that you feel the Congress should define an additional third 
mission to include the broad problem of domestic, agricultural, and 
industrial water supply, both present and future; not in the sense 
that that means the Federal Government will go in and handle every 
community’s domestic water-supply problem—God forbid—but that 
there should be recognized a Federal interest from the standpoint of 
long-term planning. Would you accept that statement? I do not 
want to put words in your mouth. 

General Harprn. Yes, sir. I think that reflects my feeling very 
well. 

Mr. Lirscoms. Will the gentleman yield ? 

Mr. Reuss. Surely. 

Mr. Lipescoms. Mr. Reuss, will you also include in that stream 
pollution ? 

Mr. Reuss. Yes, sir. I was coming to that, but Congressman Lips- 
comb has quite rightly, I think, indicated that that is part of the 
complex of the domestic, industrial, and agricultural water supply 
and, therefore, I would like to include that as part of the overall 
Federal planning responsibility which you think should be the sub- 
ject of a good, long, hard look by Congress. 

General Harprn. I do indeed. 

Mr. Reuss. Thank you, General, for giving your views on this 
which believe me, are mighty important. I take it, then, that when 
in reply to a question from my colleague, Congressman Lipscomb a 
few moments ago, you said there should be a clearly stated water- 
resources policy, you were referring not to navigation, flood control, 
and power where, so far as you know the congressional statement on 
the subject is substantially adequate, but to this whole broad area 
of domestic, agricultural, and industrial water supply including phases 
at least of irrigation, including pellution ¢ 

General Harpin. That is correct, Mr. Reuss. 

Mr. Reuss. Thank you very much. 

Mrs. Grirritus. May I ask a question, Mr. Chairman? 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrirus. General, I would like to ask you if in your judg- 
ment in the future there could arise a time when one additional plant 
or additional plants along the Mississippi River using water could 
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conceivably endanger or absolutely destroy the water supply for 
New Orleans? 

General Harvrn. Mrs. Griffiths, if we allow pollution to occur, it is 
very conceivable in my mind that you could do that very thing, because 
some plant effluents are highly objectionable from the standpoint of 
potability of water and, therefore, from that aspect you are right, 
in my opinion, that we have to watch out for that. 

Mrs. Grirrirus. So that the Federal Government must either act 
now along the Mississippi River to guarantee the water supply or 
it is going to have to control the use. Is that right? 

General Harprn. I think those things should go hand in hand. 

Mrs. GrirFirus. It is going to have to guarantee both the supply and 
the use. You could have to do both, but if you would guarantee a 
sufficient supply it would, of course, never have a controlled use. 

General Harprn. I feel the Federal Government’s responsibility 
with regard to the supply should be looked upon in this light: That 
as our Nation grows and the needs for industry and even for agricul- 
tural consumption increase, we must anticipate that and not let the 
situation develop until we get our backs up to the wall. Therefore, 
there is a need for a constant watch and a requirement for long-range 
improvement of our water resources so that the generations that are 
coming after us will have an adequate water supply. 

Certainly I think we would be unwise in allowing situations to 
develop where this cherished resource is abused. If communities or 
industries are so oblivious of the interests around us as to start a 
process of deterioration in the quality of the water that they use, 
then I think there should be steps taken to prevent it. There are 
laws on that subject, as you know, that we are required to enforce, 
but they go only so far as the effect upon navigation is concerned. 
If somebody pours some stuff in the river which is harmful to a boat, 
why, we are required to see that steps are taken to have that aspect 
handled by due process of law. 

Mrs. Grirrirns. Then what you are saying, and with which I agree, 
is that this is really a Federal problem. 

General Harvrn. I think so. 

Mrs. Grirritus. And that if the States or communities interfere 
with other States or communities then the Federal Government simply 
has to step in. 

General Harprn. I think so. 

Mrs. Grirritus. Thank you. 

Mr. Liescoms. To clarify my mind in regard to some of the ques- 
tions my colleague asked in regard to navigation and flood control, 
did you mean that the policy with respect to navigation and flood 
control in your particular area is well defined, or do you feel it is 
defined for all areas such as the New England area, or the Potomac 
River, or other areas where they have navigation and flood control? 
Or, has the legislation in respect to policy been rather piecemeal in 
regard to navigation and flood control ? 

General Harprn. Well, Mr. Lipscomb, let us take flood control first. 
I think there has unquestionably been a piecemeal approach to flood 
control. I do not have any quarrel with that. Each area of our 
country is a little different from another area in even the background 
of development. 
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Now, let me take a moment of your time and use this project which 
I referred to as the Mississippi River and tributaries. The Federal 
Government has not built this project for the people here in the valley. 
They have been struggling with it for 200 years and they spent more 
money on it in terms of purchasing power than the Federal Govern- 
ment has come anywhere near spending. They began providing for 
their own protection way back in 1817. Before the Civil War there 
was a pretty good levee line along the river here but it was not big 
enough. There are communities alongside of them where you could 
not devise a continuous program with that kind of an arrangement. 
But our records show they spent $218 million in the flood fight in this 
valley before the Federal Government took it over as a primary 
responsibility of the Federal Government in 1928. Those were dol- 
lars which had a different purchasing power from those of today. 

So when Congress passed the 1928 Flood Control Act they took 
notice of the fact that the people down here had been doing things 
for themselves and as a consequence the degree of local cooperation, so- 
called, is quite different in this project than it has been in other new 
undertakings which were, you might say, undertakings which began 
with the Federal Government’s own participation. 

As a consequence the degree of local cooperation down here in the 
lower valley is quite different in the project I am now administering 
than it would be for a project I am also administering in other por- 
tions of my Division where we started fresh. I think that is just an 
example of the different conditions in different parts of the United 
States, which have to be taken into consideration. We frequently 
hear the criticism, for instance, that there is not uniformity in the 
application of degree of local cooperation. Well, that is true, but 
there is not much uniformity in the country itself. So Congress has 
handled the development of flood-control legislation in different basins 
on a different basis. 

That is the reason why I say I have no criticisms of the lack of com- 
ee uniformity. What will come out of the treatment of the New 

tngland situation may be different from the treatment of the situ- 
ation which would occur on the upper Mississippi, for instance—and 
for the good reason that nothing is quite alike in this country. 

I hope I have answered your question, sir, as far as flood control 

oes. 
. Mr. Lirescoms. We were up in Pennsylvania some time ago and in 
the Delaware River Basin. They have not progressed anywhere near 
as fast as or as far as this basin has. Are they working under the 
same overall policy except for the difference in their problems in that 
particular area? Do we havea policy that they could go ahead with? 

General Harprin. Oh, yes. 

Mr. Liescoms. If Congress would initiate it, or if they did it them- 
selves ? 

General Harp1n. Well, I am not quite sure that the report on the 
Incodel project has ever been completely finished. I know there was 
difficulty at one time when I was associated with it. But it was re- 
flected in the inability to get divergent interests to coordinate their 
positions. I do not know whether that has been changed or not. 

Mr. Lirscoms. I got the impression that the Incodel project was not 
successful when we were up there and that they had just about given 
up. I think that that answers my question. 
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General Harprn. I might point out we are rather proud of the way 
that the lower Mississippi Valley project has been handled by a com- 
mission. We are involved in seven States at one time. Those seven 
States were not to willing to give and take. The historical back- 

ound of this project is one of rather severe conflict, but I credit the 
Mississippi River Commission with having done a great deal to gain 
the confidence of the divergent groups and reflect the multitude of in- 
terests involved; and, by a patient and sympathetic treatment of the 
problem resolved a great many of these things. I know right now 
of no serious conflict within our valley. 

Mr. Reuss. General, on the question of the overall flood-control 
policy is this not true, that there is an overall flood-control policy that 
the Federal Government recognizes through its various branches, in- 
cluding notably the Corps of Engineers; that is, a Federal responsi- 
bility to contribute massively toward flood-control works, and that 
contribution, of course, will not be made where local interests, State, 
county, and municipal, do not request it or ask for it? Is that not 
the reason why, for example, there were disastrous floods in New 
England where by and large there are few Federal flood-control 
works, and the reason why also in recent years in this region floods 
have been substantially although not completely brought under 
control ? 

General Harptn. To answer your first question, Mr. Reuss, I do 
feel that there is a Federal flood-control policy in the act of 1936 and 
its amendments, which are the basis of that flood-control policy. The 
application of that policy results in some deviations from one area 
of the country to the other based at times upon the circumstances 
surrounding the proposed development such as are outlined as ap- 
plied to our own basin. But I hope that I did not give the impression 
that I do not feel there is a flood-control policy, because I do feel that 
there is one in existence. 

Mr. Reuss. I was sure that was your view and that if in some areas 
of the country, unhappily, there are inadequate flood-control meas- 
ures, that is not the result of a conscious Federal policy to deny relief 
to those areas, but is a result of the failure of local interests, very 
largely, to apply for those Federal aids and contributions. 

General Harprn. Or other things can contribute to it. The mag- 
nitude of the problem may make it unwise—I know of none but there 
might be a situation where the economics would determine whether 
or not there should be an improvement in the area. Of course, after 
all, there is a certain degree of responsibility on the part of the local 
interests and their willingness to cooperate or agree on a plan, because 
without that the Federal Government would not dare move in and 
start building something that would be opposed and would have such 
opposition where you could not overcome it. 

Mr. Reuss. As you said here several times this morning, your ac- 
complishments in the Mississippi Valley area have been due in no 
small measure to the rather complete cooperation of the States and 
local people. Is that not correct? 

General Harptn. That is correct. Yes, sir. 

Mr. Reuss. Thank you. 

Mr. Davis. Mr. Reuss, may I interpose this thought also? I do not 
know anywhere in the Federal Government where the Corps of Engi- 
neers with the cooperating agencies on all levels of Government, have 
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stretched a dollar farther than they have in the lower Mississippi. I 
say that with deep thought, General. How much did we finally wind 
up with for the lower Mississippi in the last appropriation? Was it 
$60.5 million, approximately ? 

General Harprin. I think that is just a little bit high, Mr. Davis. 

Mr. Davis. It is right along in there, somewhere between 55 and 61 
or 62 million dollars. 

General Harptn. Rather than $61 million I think it was $58 million. 

Mr. Davis. It was right along in between those figures. So it has 
been a slow, long-drawn-out process. However, supplementing what 
the general has said, it applies to the question on both sides. It has 
been continuous and going along without interruption. Of course, 
it has taken more years than we thought it should have taken. Yet 
it has been a plan and the plan has worked year after year, whereas 
in some other sections of the country the law which would provide 
the plan has been on the books but the plan has not been going along. 
This boils down to the thought of how are you going to stretch that 
dollar over a wider area of the country ? 

Personally I want to tell my colleagues I hope to see the day coming 
when we can transfer some of these huge expenditures we make to for- 
eign nations without getting into the philosophy of why we are doing 
that. I hope to see the day when we can start withdrawing some of 
those huge expenditures and use them at home to bring about the 
protection on our rivers for human needs and so that property as well 
will not be destroyed, and when we can get the greatest benefit out 
of the water that falls, and which is available underground and above. 
So we need some dollars along in there, too, General, every year. We 
have to worry and sweat and plead for this very minimum amount. 
And they do get along on it. 

I will tell you, sometimes. I wonder. Of course, we are always 
praying, if I may use that word seriously—we are always praying that 
some big emergency will not hit us and destroy some of the work we 
are working on and destroy and take away some of the money we are 
seeking to use constructively in order to take care of the damage to 
the structure. 

I have made too many speeches here, General, and I want to apolo- 
gize to the committee for that. I just told Congressman Lipscomb 
to remind me of this, that in the next session, Bob, we are going to 
have a tough problem with the highway bill up in our committee and 
this overall water resources and flood-control problem. I mean sin- 
cerely every day in the week we will have to be meeting, because our 
committee is expecting to bring out a very, very sizable bill and who 
knows but what the general will have ready a complete reevaluation 
of the whole lower Mississippi, bringing it right up to date. That is 
going to bea big one. So we will need all of you on other committees. 

I am so happy you are here to get firsthand knowledge on this mat- 
ter in the course of this very splendid hearing, Mr. Chairman. I have 
been in a lot of hearings but I think you are doing a grand job. You 
are being informed, and I am so delighted. I repeat, that these people 
are here without the interference of local telephones and the other 
responsibilities of a congressional office, to have their minds set at rest 
on this one problem which faces the Nation. 

I believe conscientious and serious-minded Members of Congress 
can do a better job when they go out in the field and get the feel of 
things. Excuse me for taking up all this time. 
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Mr. Jonrs. I am glad to have your observations. 

General, Chairman Davis does not realize the number of petitions 
that we have accumulated to present to him and the pleas that have 
been made to us to be sure to talk with Chairman Davis on the Flood 
Control] Subcommittee and be sure to get this and that project activated 
next year. So, he is going to have a great audience before him as 
soon as the Congress reconvenes. 

Mr. Davis. We will have to send for Mr. Whittington. He can 
hear 100 witnesses in a few hours. 

Mr. Jones. General, at the present time we have economic justifica- 
tion for projects for flood control or generation of hydroelectric power 
and for navigation. Do you think it would be wise, for greater imple- 
mentation of these projects, to include enough of the fourth economic 
factor of industrial and domestic water supply as a justification for 
the authorization,of a project? 

General Harprin. Yes, sir. 

Mr. Jones. And that information on the economic benefits to be 
derived from the Federal construction of the project should include 
not only those three factors but additionally a fourth factor of domes- 
tic and industrial water supply ? 

General Harprn. I think, Mr. Chairman, that a method of analysis 
might be devised along that line. I have not thought it through to 
any degree but I think that it could be done. 

Mr. Jones. Now, if the Congress in its wisdom included that fourth 
factor and made it eligible for consideration as an economic benefit to 
be derived from the Federal investment in a project, it would mean 
that a great host of projects now authorized would then have to be 
reconsidered? Do you not think it would be wise for the Congress to 
reconsider the authorized projects, particularly those projects which 
have that possibility ? 

General Harpy. I think just a quick opinion, Mr. Chairman, would 
be that on a project which is already well justified from the standpoint 
of the benefit-cost ratio, there would not be much question as to the 
worthiness of that project if the water supply were introduced into it 
also. 

Mr. Jones. But it does require some modification of the engineering 

lans. 
, General Harprn. It might well-be so. However, I was thinking of 
the other category projects that are on the borderline side which 
could specifically be included with the other uses of water. Most 
projects which would reach the authorization stage could be modified 
in the detail design stage, I believe, to accommodate some water 


supply. 

Mr. Jones. In most of the projects it would mean a total Federal 
responsibility, would it not? I have in mind this situation: The dams 
that are built on the upper reaches of the Missouri, the Ohio and the 
Tennessee, by impounding reservoirs, make the city of New Orleans’ 
water supply safe. They make that water supply secure and also 
secure a greater abundance of water for the use of New Orleans, or 
Memphis. or Vicksburg, and those localities on the lower reaches of 
the Mississippi River. Would that not be true, sir? 

General Harprn. Yes, sir. 
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Mr. Jones. It would be most difficult for the Congress to write a 
formula for local participation for the city of New Orleans in a 
project on which they are a beneficiary all the way back in Montana or 
on the upper reaches of the West Virginia mountains, would it not? 

General Harprn. I think it would be extremely difficult. It would 
be as difficult, if not more so, than the business of arriving at some 
equitable user charge in the navigation field. 

Mr. Jones. And that would not mean it is a local problem. There- 
fore, you would have to wait for some local interests—— 

General Harpin. No. sir. I think some of our big water supply 
problems have local aspects to them, but I believe that some of them 
are, in effect, national problems where so many States are involved. 
The problem of determining what kind of a distribution of charges is 
to be made under those circumstances get so involved that I do not 
know how you would resolve it. And, therefore, I think that is the 
proper place for the Federal Government to take a position. 

Mr. Jones. Can you conceive of any way that the Federal Govern- 
ment could write a formula with mathematical certainty to make the 

articular division which would be required of how much is local 
interest and how much is Federal interest ? 

General Harvin. I think that if the policy were adopted—and 
I must say I am speaking without very much preparation on this 
subject 

Mr. Jones. T will say this: You are expressing the hopes and as- 
pirations of everybody I know of who has appeared before this com- 
mittee everywhere. There is a universal cry throughout the country 
for more water. How they will finance it so that they can get their 
water or how their industrial life will be continued without more 
water, they do not know. 

General Harvin. To answer vour question as specifically as I can, 
Mr. Chairman, as I said, with the limited preparation I have made on 
the subject, I do think there are fields of water conservation that 
could be shown to Congress to be national in interest. In those cate- 
gories of the supply and conservation and storage of water, it would 
be in keeping with the Federal interests to bear that portion of the 
burden. There will unquestionably be a certain proportion of the 
water supply which will be incorporated within a project, like Garri- 
son Dam, for instance, that would have local aspects where you could 
define and get a supporter for it, or a commitment from someone who 
would be willing to pay a share of that storage. But I think in some 
areas, Just like the one I mentioned where you have Fort Peck and 
Garrison Dam and possibly other big reservoirs in the Missouri Basin, 
that the value of that water to the Nation justifies the Federal burden 
being borne by the Federal Government. 

The report itself would point that out and it could be evaluated in 
the Congress as to whether it was worthy of recommendation. 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrirus. I certainly enjoyed your testimony, General. 

Mr. Jones. Mr. Reuss. 

Mr. Revss. No questions. 

Mr. Jones. Mr. Lapa 

Mr. Lirscoms. No questions. 

Mr. Jones. General, let me thank you for coming up and being with 
us today. 
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I have one more question. How long has the Corps of Engineers 
been operating on the Mississippi River ? 

General Harpin. Since 1824. 

Mr. Jones. 1824. I believe you had a major from St. Louis by the 
name of Robert E. Lee at the time. | } 

General Harvtn. Yes, sir; I believe he was. He was district engi- 
neer in St. Louis. 

Mr. Jones. No wonder we had such good plans laid out back in 1840, 
I believe it was. It was good to have you, General. Thank you very 
much for being with us today. 

General Harprn. Thank you. 

Mr. Jones. General, before you get away, Mr. Reuss wanted to 
bring up a matter or make an observation. 

Mr. Reuss. I did not really want to do this, but I did tell my col- 
leagues that in my State of Wisconsin, at Green Bay, in the 1930’s or 
1940’s, the district engineer for a while, I think, was a then Capt. 
U.S. Grant. I did not mean that to get in the record, however. 

Mr. Davis. You cannot beat these engineers. 

Mr. Jones. Well, there is one thing that is sure. The engineers 
cannot lose by having two good generals. 

General Harpin. No, sir. Iam very proud of the fact that General 
Lee had something to do with the Mississippi River. It is news to 
me that General Grant had anything to do with it. 

Mr. Jones. Thank you, General. 

Now, our next witness will be selected by Mr. Kittrell. 

Mr. Krrrrett. Our next witness, Mr. Chairman, is Mr. E. T. Winter, 
from St. Louis, representing the Mississippi Valley Association. 


STATEMENT OF EVERETT T. WINTER, ST. LOUIS, MO., EXECUTIVE 
VICE PRESIDENT, MISSISSIPPI VALLEY ASSOCIATION 


Mr. Winter. First of all, Mr. Chairman, I want to say it is a real 
pleasure to appear before your committee here in Memphis, as I have 
so many times in Washington. 

Mr. Jones. I was going to say, Mr. Winter, we had better not 
hold a hearing on water resources without your being present. 

Mr. Winter. And with your distinguished colleague in his home 
district, it is kind of like a homecoming. 

Mr. Jones. Won’t you sit down, Mr. Winter? You may proceed. 

Mr. Winter. Mr. Chairman and members of the committee, my 
name is Everett T. Winter, and I am executive vice president of the 
Mississippi Valley Association with headquarters in St. Louis, Mo. 
The association maintains division offices in New Orleans, Chicago, 
and Omaha and maintains a research office in Washington, D. C. 
The association is a nonprofit organization founded in 1919 and is 
dedicated to the conservation and proper use of our water resources. 

At our 36th annual meeting held in St. Louis last February, more 
than a thousand delegates from 30 States and the District of Columbia 
passed without a dissenting vote the following resolution: 


Totis on User CHARGES 


We emphatically oppose the imposition of tolls or user charges for use of our 
inland navigable waterways in the transportation of persons or property. 
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The responsibility of the Federal Government, with respect to such inland 
navigable waterways, both from the standpoint of the Constitution and its 
interpretation in practice, is identical with that relating to all of the coastal 
regions and fresh and salt water harbors of the Nation. Any change in this 
traditional policy or limitation upon the full scope of this historic Federal 
responsibility, is detrimental to the public interest. 

In considering the proposal of the Hoover Commission Report on 
Water Resources, I believe this committee is seeking the answers to 
several basic questions which go to the heart of the issue. The first 
of these questions is, Who is asking for tolls or “user” charges on the 
inland waterways? And closely related is the question, Why just 
the inland waterways? 

I am appearing here as an officer of the Mississippi Valley Asso- 
ciation, which represents shipping, industrial and consumer interest 
in 23 States in the Middle West and South—the area directly affected 
by this proposal. I can assure you that the shippers in this Mid- 
Continent area do not want tolls on carriers of any type operating 
on public transportation routes. Industry, which depends upon the 
inland waterways for the transport of much of its raw materials, as 
well as for many of its finished products, does not want tolls. The 
farmer, who can reach many domestic markets and all overseas mar- 
kets only when low-cost water transportation is available, does not 
want tolls. And certainly the consumer, who in the final analysis pays 
the bills on all transportation charges, does not want tolls. 

The inland waterway industry, including the barge companies, port 
officials, and warehousemen, do not want them. I’ve never seen a pub- 
lic statement yet from the trucking industry favoring tolls. 

It seems apparent, then, that the only demand for tolls comes from 
one form of transportation. It seems equally clear that such a de- 
mand is motivated by selfish rather than public interest. It might 
be added that the railroads’ demand does not even represent enlight- 
ened self-interest, for it is a demonstrable fact that the most pros- 
perous railroads in this country are those which parallel water trans- 
portation, which in turn has built industry and developed markets 
for agriculture. 

It is this fact which prompts the second half of the question, Why 
just the inland waterways? Why not the Great Lakes as well? No 
distinction can be made between them. The harbors of the Great 
Lakes are improved and maintained by the Federal Government, as 
are the connecting channels. They benefit the shipper and the con- 
sumer and serve industry and agriculture. I submit it is obvious that 
the answer to the first half of the question is also the answer to the 
second half. 

The answer to this first question makes clear the position of the 
Mississippi Valley Association and its members. We have consist- 
ently opposed all proposals for tolls or “user” charges on the inland 
waterways—or on any form of transportation. However, if tolls are 
imposed, a serious second question is raised, How shall the benefits 
and costs be assessed—and against whom ? 

Navigation projects contribute to many other phases of the Nation’s 
water resources program, including flood control, the impounding of 
surplus waters, etc. To my best knowledge, no one has yet provided 
4 satisfactory answer to how these benefits shall be apportioned. Let 


me cite a specific example: Throughout the Mississippi Basin the rail- 
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roads usually seek the water level route. Along the Missouri River 
the rail lines parallel the channel. Without flood control, to which 
navigation makes an important contribution, these rail lines would 
be unable to operate in periods of flood. Is it not logical, then, that 
the rail lines which benefit from the Federal expenditure of money 
should not be assessed a fair share of the cost? Similarly, the rail- 
roads benefit from all harbor projects, both for improvements and 
maintenance. If tolls are imposed on the inland water carriers for 
these improvements, then why not on the railroads? 

Again let me emphasize our position. We are opposed to all forms 
of tolls on tr ansportation—but if we must have tolls, let the benefit 
ratio on which they are based be assessed against all forms of trans- 
portation which benefit. 

The third and most important question to be answered on this 
issue is, Are tolls in the public interest? In seeking the answer, I 
submit we must take a long, hard look at our future as well as existing 
transportation needs—both for our domestic economy and for national 
security. 

The population of the United States is now increasing at the rate 
of 7,000 persons a day. By 1975, just 20 years hence, the Bureau of 
the Census estimates we shall have a population of 200 million. Obvi- 
ously to supply the needs and provide for the security of this rapidly 
expanding population, we shall need more transportation of all forms. 

The urgent need for providing for the requirements of a rapidly 
expanding population has been recognized by President Eisenhower 
who, before his illness, appointed Maj. Gen. John S. Bragdon as a 
special assistant to the President to coordinate a public-works program 
in the United States. In his letter of appointment, the President 
recognized the importance of public works to our economy and the 
need to provide for these requirements as they arise. In this connec- 
tion, a statement made by Herbert Hoover in 1927 when he was 
President of the United States, is significant. Mr. Hoover said: 


That a nation with an annual income of $90 billion can undertake to spend a 
tenth of 1 percent of its national income on such works (as waterways) requires 
little argument. 


Today we have a national income of $311 billion and we are spending 
$220 million on our waterways. Thus, we are spending only seventy- 
one-thousandths of 1 percent of our national income at present which 
is less than three-quarters of the ratio Mr. Hoover felt would require 
little argument to support. 

In considering this problem, there are some basic facts about the 
inland waterways which must be taken into account: 

1. The potential expansion of traffic on the inland waterways is 
limited only by the amount of floating equipment and terminals avail- 
able. We can expand our water services as rapidly as the need 
arises—and probably at a lower cost than is possible with any other 
form of transportation. 

The inland waterways can handle bulk commodities, including fuels 
and raw materials, leaving other forms of transport available for 
finished goods and foodstuffs, and so forth. 

3. The inland waterways are the least vulnerable to enemy attack. 
In the event of a national emergency they might prove to be the only 
dependable form of transportation. 
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I submit that tolls which will inevitably restrict the development 
of the inland waterways, impose unnecessary and unjustified burdens 
upon shipper and consumer alike, and hamper the development of the 
expanding and coordinated transportation system this country must 
have to serve our growing population, are not in the public interest. 

Rather than impose additional tolls or “user charges” on one im- 
portant form of transportation in the United States, may I svggest 
you take the counsel of our association, which in another resolution 
said: 

We urge the repeal of wartime transportation taxes still being levied against 
the movement of freight and passengers. 

Thank you very much Mr. Chairman for listening to my statement. 

Mr. Jones. It is good to have you, Mr. Winter. 

Are there any questions? 

(No response. ) 

Mr. Jones. Thank you very much. 

Our next witness’ will be Mr. W. T. Rook, of Memphis Freight 
Bureau. 

We are glad to have you, Mr. Rook. 


STATEMENT OF W. T. ROOK, ASSISTANT COMMISSIONER, MEMPHIS 
FREIGHT BUREAU 


Mr. Roox. Thank you sir. I have only a short statement to make. 

Mr. Jones. We will be glad to receive it. 

Mr. Roox. My name is W. T. Rook and I am assistant commissioner 
of the Memphis Freight Bureau. I have been emp ered by the Mem- 
phis Freight Bureau since December 1941, and have been assistant 
commissioner since early in 1950. 

The Memphis Freight Bureau is a membership organization—a 
voluntary nonprofit corporation, incorporated under the laws of the 
State of Tennessee. It was incorporated in March 1895 and has been 
in active, continuous operation since May 1, 1895. Its membership is 
composed of shippers and receivers of freight, manufacturers, job- 
bers, wholesalers, distributors, retailers, banks, trade organizations, 
utilities, and other interests. It was organized and is maintained for 
the purpose of protecting, promoting, and fostering the interest of its 
members and of the community of Memphis and Shelby County, 
Tenn., in all transportation matters, and there are presently approxi- 
mately 390 members of the bureau—including both large and small 
shippers and receivers of freight. No transportation compznies of 
any kind, either by water or by rail or by highway, can maint .in any 
membership in the Memphis Freight Bureau or have any voice in the 
direction of its affairs. 

The Memphis Freight Bureau’s policies are directed by the board 
of directors which serves without pay, the members of which are rep- 
resentative of a cross-section of the commercial interests of Memphis. 
These directors are elected annually by the membership and they elect 
from among their number the officers such as the president, the vice 
presidents, and the treasurer, who likewise serve in those capacities 
without pay. 

The Memphis Freight Bureau is opposed to toll charges or so-called 
user charges for the use of the inland waterways or for the improve- 
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ment and maintenance of such waterways and feels that such a charge 
would be a burden to inland-waterways traflic and tend to restrict the 
use of the inland waterways. Such charges would also be contrary 
to the policy heretofore pursued by the Congress of maintaining free 
use of the waterways as provided in the Rivers and Harbors Act of 
August 2, 1882, and reiterated again in 1884 and various subsequent 
dates. 

In order to conserve the committee’s time and to avoid duplication, 
we would like to state that the Memphis Freight Bureau fully con- 
curs in and supports the statement presented at this hearing by Col. 
Clark Kittrell on behalf of the Memphis and Shelby County Harbor 
and Port Commission, and by Mr. Everett T. Winter on behalf of the 
Mississippi Valley Association. 

Thank you. 

Mr. Jones. Thank you, Mr. Rook. Are there any questions? 

(No response. ) 

Mr. Jones. Thank you, sir. 

Mr. Kittrell, will you call your next witness, please ? 

Mr. Krrrrett. Mr. Chairman, we have next Mr? J. D. Wooten, a 
local businessman. 

Mr. Jones. Fine. Will you come around, Mr. Wooten ? 

Mr. Davis. I would like to welcome Mr. Wooten. He is a very 
highly successful businessman with a tremendous use of and know]- 
edge of the river. We know him in this area as the vice chairman of 
our harbor project. 

Mr. Wooten, Iwould like to get this committee down to our harbor 
project a few minutes. 


STATEMENT BY JESSE D. WOOTEN, EXECUTIVE VICE PRESIDENT, 
MID-SOUTH CHEMICAL CORP., MEMPHIS, TENN. 


Mr. Wooren. We are more and more having something to show 
down there. 

Mr. Davis. I know that and I want them to see it. 

Mr. Jones. I want to assure you of one thing, Mr. Wooten. He 
never lets us forget the Memphis harbor project. 

Mr. Davis. We have some work to do down there. 

Mr. Woorsn. It involves the future well-being of the entire area. 
That is what we on the harbor commission think. 

Mr. Jones. The city of Memphis is very fortunate to have the chair- 
man of the Flood Control Committee in the Congress to protect and 
further their interests. He has been devoted since I have known him 
tothe Memphis harbor. Asa matter of fact, 1 sometimes think he does 
not get very far away from the harbor. 

Mr. Davis. It is a very worthwhile project. 

Mr. Jones. We have been kidding him about it a great deal. He 
always talks about the lower Mississippi and the harbor project in 
Memphis. Weare glad to have you, Mr. Wooten. 

Mr. Wooren. Thank you, sir. I will read this short statement. I 
want to apologize for the incompleteness of it. 

I was up at Peoria last night on important business and they really 
had a snow up there and I was a little late getting in. 

Mr. Jones. Snow? 

Mr. Wooren. Yes, sir. 
70818—56—pt. 6——-3 
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My name is Jesse Wooten and my principal occupation is executive 
vice-president of the Mid-South Chemical Corp. of Memphis, Tenn. 
However, in addition to the chemical business I have been for 25 years 
engaged in the distribution of petroleum products throughout the Mid- 
south area. I first engaged in the petroleum business as a wholesale 
distributor in Tunica County, Miss., in 1930. Shortly after entering 
the business I discovered that our prices were not competitive with 
Memphis and other points that had facilities to receive by barge, and 
in partnership with Ellis T. Woolfolk of Tunica, we formed the Mid- 
South Oil Co. with the intention of barging our gasoline into the delta 
area, and distributing to our various bulk plants from a river terminal. 
We established a terminal near Friars Point, Miss., in 1935, and since 
that time our gasoline for that area has moved by barge from Smiths 
Bluff, Tex., into our Friars Point terminal, thence into bulk plants in 
the area. 

It is interesting to note that at the time of the establishment of this 
terminal rail freight into the delta area was approximately 214, cents 
per gallon, whereas gasoline moving from Baton Rouge to Memphis 
by barge was 1 cent per gallon. Shortly after our terminal was estab- 
lished at Friars Point, competitors established terminals at Vicksburg 
and Greenville, thus the movement of gasoline in large quantities by 
river was effected, and over the years since establishment of. these 
terminals all the people of north Mississippi have saved millions 
of dollars on their gasoline and fuel oil. Later, we established a 
gasoline terminal on the river at Memphis, Tenn., to receive products 
by barge, thus extending the benefits of this plan of marketing to 
our customers throughout the entire Midsouth. 

During World War II it became almost impossible for farmers to 
purchase the nitrogen they needed, regardless of price, but after the 
war came to a close the anhydrous ammonia plants that the Govern- 
ment had built in various sections of the country were sold to private 
industry, and it beeame known that anhydrous ammonia could be 
injected into the soil, and that handled in this way it was the cheapest 
and best source of nitrogen. However, anhydrous ammonia has to be 
handled in vessels that will stand 250 pounds of pressure, and tank 
cars were very expensive and freight rates were high. Having had 
experience in river transportation, Mr. Woolfolk and I, along with 
our associates, formed the Mid-South Chemical Corp., and set up 
approximately 100 distributing plants throughout the Midsouth. 

We are now expanding this business and changing our method of 
operation in that we are moving the anhydrous ammonia by barge 
from points in Texas and Louisiana to Memphis and distributing it 
to our bulk plants throughout the Midsouth by truck and tank car. 
This is and will continue to save the farmers in the Midsouth large 
sums of money, and nitrogen in adequate quantities is lifting the in- 
come of the farmers generally. As is illustrated by the attached map, 
our marketing plans call for additional terminals on upriver points, 
and we have established an anhydrous ammonia terminal at Harl- 
ingen, Tex., and are now starting construction on a terminal at Peoria, 
Til. . 

We feel that with this plan of distributing anhydrous ammonia 
from our sources of supply in Texas and Louisiana, we are able to 
make nitrogen available to the farmers over a large area at prices that 
they can afford to pay, and that this definitely illustrates the need for 
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Live low-cost water movement inasmuch as we can economically reach the 
nu majority of the farmers in the Central, North Central, South Central, 
ars and Southeastern States, and supply them with the vital plant element 
fid- at reasonable prices. 

sale Gentlemen, that is our story as a company and as an individual. 
Ing We have conceived and set up a marketing plan for the distribution 
vith of anhydrous ammonia. As illustrated here our manufacturing facili- 
and ; ties are located in Lake Charles, La. 

fid- j Through the intracoastal canal we go to Harlingen, Tex., and up 
elta } the Mississippi and Ohio Rivers. We are establishing terminals 
nal. : and will go up as far as Minnesota where we will reach into Wisconsin, 
ince \ Minnesota, and southern Iowa. ; 
iths ; In going over this statement with one of my associates he said, 


sin 4 “One question that will probably be asked is are these transportation 
savings in gasoline and anhydrous ammonia, and other commodities, 
this passed on to the consumer.” 

ents : So, before I am asked that question I will deal with it by saying, 
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phis not as such have they been passed on, but based on our experience m 
tab- ; the oil business, and based on the experience we are now beginning 
urge : to have already in the anhydrous ammonia business, the competition 
s by is seeing to it that the public quickly gets the benefits of transporta- 
hese tion savings. So river transportation and the economies of river 
ions . transportation are not only along these lines, as I have mentioned, but 
da they are on all large bulk commodities and are enabling a manufac- 
ucts i turer in one area and a manufacturer in another area not to have 
r to price monopolies. 
The economies made on transportation of things like anhydrous 
's to ; ammonia and gasoline which are everyday necessities to so many 
the people, are being passed on to the consuming public. 
ern- ; Mr. Jones. Are there any questions ? 
vate (No response. ) 
1 be Mr. Jonrs. You might explain to the committee what anhydrous 
pest i ammonia is and the nature of it, because we have a California farmer, 
‘o be a Michigan farmer, and a Wisconsin farmer on this committee and 
rank : they have not used that form of fertilizer yet. 
had Mr. Wooren. Well, I wish it were about 8 o’clock this morning 
with i so I could do the job justice, but I will do it as quickly as I can. 
; up Anhydrous ammonia is 82 percent nitrogen. It has been used for 
many, many years, but plants to manufacture it in quantity did not 
d of come into being in this country until World War II when our effort 
arge made it necessary for the Government to go in and build these plants 
er it In various sections of the country. The building largely was done 
sar’, ; close to sources of natural gas and where management was available 
arge for the operation. After the war came to a close these plants were 
i in- : sold to various organizations in the country. _ 
nap, ; Through work that was done in California and much work that 
ints, . was done by the Mississippi Experiment Station, it was quickly shown 
larl- : to the various farmers that anhydrous ammonia could be released 
oria, } from pressure at 200 to 250 pounds through a series of valves and 
tubes and injected into the soil about 8 inches down. There it com- 
ohie bined with the particles of clay and became fixed. It has less leacha- 
le to bility than other forms of nitrogen put into the soil; it is cheaper in 
that price than other forms of nitrogen because Chilean nitrate has to be 
1 for brought in and ammonium nitrate and ammonium sulfate and the 
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other forms of fertilizer are simply based on converting anhydrous 
ammonia into a solid. That conversion process is expensive and the 
transportation of ammonium nitrate, by way of illustration, is more 
costly because it is a heavy tonnage product. 

Mr. Jones. That is what we Alabama farmers call soda. 

Mr. Wooten. Soda is a nitrate of soda. Ammonium nitrate is 32 
percent nitrogen and the balance of the bag is clay. Anhydrous 
ammonia is 82 percent nitrogen. So, our economy comes about by not 
having to go into the process of manufacture and entailing the addi- 
tional freight which it takes to carry it. Of course the benefits of 
using nitrogen are going to be a wonderful thing for this crowded 
population which we have ahead of us. It is making it possible for 
our farmers to be more prosperous, but the big headache that Mr. 
Benson is having this year is coming about because of adequate 
quantities of nitrogen being available to our farmers. 

Mrs. GrirrirHs. You mean when we reduced the acreage controls? 

Mr. Wooten. Yes. I was interested in the comments made on irri- 
gation. I had a hill farm in Mississippi. ‘Traveling in California 
and Colorado, and various places where irrigation is practiced, I saw 
a way in which I could dam up a hollow and through stream irrigation 
and furrow irrigation reach nearly all of our cultivated land. So I 
got that process working as of last year and, believing what I say 
about anhydrous ammonia, although it is Mississippi, a traditionally 
poor State, we have our corn yield up to where it is better than 100 
bushels to the acre this year. On the same land where last year we 
made 100 bales of cotton, we have already passed the 200-bale mark 
this year. 

Mr. Jones. Look out California, here we come. 

Mr. Lipscoms. I note, Mr. Chairman, he got some of his ideas from 
our great State of California. 

Mr. Wooren. I got anhydrous ammonia there, too. I was at that 
time chairman of the agricultural committee of the American Petro- 
leum Institute. It is our job to meet in various major agricultural 
areas to interpret to the farmers and to the soil interests what the 
needs of the farmers are and what our relationships should be. We 
met in 1946 in California, and [ had the pleasure of going out to an 
experimental farm at Modesto and saw an anhydrous ammonia experi- 
ment where they injected it into the ground. So with that start and 
turning it loose here, we had a little advance information because 
we saw it in California. 

Mr. Lirscoms. Was that a University of California thing? 

Mr. Wooten. No; it was a Shell Chemical setup. 

Mr. Jones. That is in the San Joaquin Valley ? 

Mr. Wooten. Yes, sir. 

Mr. Jones. Thank you very much, Mr. Wooten. 

Mr. Wooten. Thank you, sir, for letting me appear. 

Mr. Jones. Our next witness will be Mr. Dana M. Henking. 


STATEMENT OF DANA M. HENKING, MEMPHIS, TENN., PRESIDENT, 
PROPELLER CLUB OF THE UNITED STATES 


Mr. Henurne. Thank you, Mr.Chairman. My statement will neces- 
sarily be brief. 

Mr. Jones. We are glad to have you, Mr. Henking. Will you be 
seated, sir? 
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Mr. Henxrna. Yes, sir. 

My name is Dana M. Henking. I am a resident of Memphis, Tenn. 
I appear before you as the president and representative of the Pro- 
peller Club of the United States, port of Memphis, Tenn., and as rep- 
resentative of the Propeller Club of the United States, ports of Cin- 
cinnati, Ohio, Huntington, W. Va., Louisville, Ky., Nashville, Tenn., 
Paducah, Ky., and Pittsburgh, Pa., comprising the Ohio Valley 
region ; and the ports of Camden, Ark., Joliet, Ill., St. Louis, Mo., and 
the Twin Cities (St. Paul and Minneapolis, Minn.) comprising the 
Mississippi Valley region; Bellingham, Wash., Shelton, Wash., Port- 
land, Oreg., Seattle, Wash., and Tacoma, Wash., comprising the 
North Pacific coast region; Baton Rouge and New Orleans, La., Port 
Isabel, Corpus Christi, Galveston, Houston, and Sabine, Tex., com- 
prising the west gulf coast region; Charleston, S. C., Savannah, Ga., 
Jacksonville, Miami, Palm Beach, and Everglades, Fla., comprising 
the South Atlantic region. 

I desire to have entered in the minutes of this meeting the following 
resolution adopted at the 29th annual convention of the Propeller 
Club of the United States and the American Merchant Marine Con- 
ference held at New Orleans, La., October 9 through 12, 1955: 


The Commission on Organization of the Executive Branch of the Government 
(the Hoover Commission) has proposed Federal legislation to levy tolls or user 
charges on inland waterway commercial traffic and large pleasure craft. This 
recommendation is contrary to national policy, tradition, custom, and the Con- 
stitution of the United States. 

The entire report of the Commission on water resources failed to win the 
assent of many of the Commissioners themselves who found its premise and con- 
clusions erroneous in this particular. 

The imposition of tolls would disturb a long-established balance in the pattern 
of transportation costs with resultant increase in such costs to the shipping 
public. 

A completely just allocation of the cost of river improvements undertaken for 
the national welfare among all the immediate beneficiaries of such improvements 
would not be feasible, and the mechanics of assigning and collecting such charges 
would involve costs out of all relation to the revenue involved, and the Propeller 
Club of the United States hereby affirms its opposition to tolls on inland water- 
ways. 


Mr. Chairman, the Propeller Club of the United States, port of 
Memphis, Tenn., and the sister clubs that I represent hereby go on 
record as reaffirming their endorsement of the resolution I have recited 
and urgently request that the economy and welfare of the entire Na- 
tion be considered in your deliberations and final recommendations. 

Thank you. 

Mr. Jones. Thank you very much, Mr. Henking. 

Are there any questions ? 

Mr. Reuss. Mr. Chairman. 

Mr. Jones. Mr. Reuss. 

Mr. Revss. Mr. Henking, will you tell us a little bit about the Pro- 
peller Club and its functions? 

Mr. Henxrina. Yes, sir. The Propeller Club is an international 
organization represented in some 8 or 10 foreign countries as well as 
our own United States. Its objectives briefly are to support and fur- 
ther and improve the American merchant marine and to aid in the de- 
velopment of river and harbor projects. 

Mrs. GrirFitHs. Does Detroit have one? 
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Mr. Henxine. Yes, ma’am. They have a very strong club there. 
I might state that I mentioned I received authority to represent these 
other clubs. I did that at my own initiative so that the record might 
reveal the problem we are now discussing is certainly not limited to 
any one particular locality or any one navigable stream. I can say 
that these clubs I now represent are now less than one-half of the 
actual number of clubs in the United States. Frankly, I could have 
made the list longer but I stayed up until 4 o’clock this morning an- 
swering the telephone and finally got tired and took the _— off the 
hook. However, I demonstrated my point it is practically a nation- 
wide problem. Certainly, as has been mentioned, the city of Detroit 
has a very strong club and I know in due time they will be heard from. 

Mr. Reuss. In the interests of my constituents up in Milwaukee I 
am glad you quit at 4 o’clock and did not try to get thet on the phone 
at that hour. 

Mr. Jones. Thank you very much, Mr. Henking. 

Now, Mr. Kittrell, do you have any further witnesses ? 

Mr. Krrrrett. That concludes our testimony. 

Mr. Jones. Are there any people in the audience who would like to 
testify or who haven’t given their names to the committee ? 

Mr. Taytor. Yes, sir; Mr. Chairman. My name is Tyre Taylor. 
I am representing the Southern States Industrial Council. 

Mr. Jones. I received a telegram last night from Washington. I 
think the clerk has responded to it. 

Mr. Tayrtor. Yes, sir. I requested just 10 minutes in which to 
present our position. 

Mr. Jones. You will not be restricted to 10 minutes. What I was 
going to say is this, Mr. Taylor: We are not going to try to limit you 
to 10 minutes but will give you whatever time you require. The com- 
mittee has plans to adjourn at 12:30 and we will reconvene at 1: 45, 
at which time we will be glad to receive your testimony. 

Mr. Taytor. Fine. 

Mr. Jongs. I was just making that inquiry to see if there was any- 
body else. Is there anyone else in the audience who wants to be heard ? 
If you do, come forward and make your desires known to the clerk. 

I want to make one other observation. In the hearings of yester- 
day and the day before or, rather, after those hearings, I ran into sev- 
eral people who felt that the hearings were not open to the public. 
You local newspapermen take note that this is a public hearing if the 
people want to attend it. We will be glad to have them attend it as 
long as we have space to accommodate them. 

We will be in recess now until 1: 45 p. m. 

(Whereupon, at 12:30 p. m., the committee recessed for lunch un- 
til 1:45 p. m. the same day.) 


AFTERNOON SESSION 


Mr. Jones. The subcommittee will come to order. I have a telegram 
directed to me from Mr. W. T. McKinney, chairman of the Delta 
Council Flood Control Committee, Stoneville, Miss., and without 
objection the telegram will be inserted in the record at this point. It 
isa short telegram. Will the clerk read it, please? 
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Mr. SrurpEvanr (reading) : 


Congressman Robert E. Jones, Jr., chairman, Special Subcommittee on Water 
Resources and Power, House Committee on Government Operations, room 304, 
United States Courthouse, Memphis: 

Regret that we were not able to be present for hearing before your subcom- 
mittee. Delta council and area economic organization representing the 650,000 
people of the Yazoo, Miss., Delta, is opposed to any system of toll charges on 
inland waterways. Delta council is also opposed to changes in organization 
concerning flood control works which might affect the civil functions of the 
Corps of Engineers, United States Army. 

W. T. McKinney, chairman, Deita Council Flood Control Committee. 


Mr. Jonrs. Mr. Taylor. 


STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


Mr. Tayvor. Mr. Chairman, I will start all over again. 

My name is Tyre Taylor. I practice law in Washington. My ad- 
dress there is 917 15th Street NW. I represent the Southern States 
Industrial Counc iL the headquarters of which are in Nashville, Tenn. 
Mr. E. J. McMillan, past president of the Standard Knitting Mills in 
Knoxville, Tenn., is the present president of the council. 

Mr. Jones. He succeeded Paul Redmond ¢ 

Mr. Taytor. Yes. He succeeded Paul Redmond, who I am sure you 
know, Mr. Chairman. 

The council was established in 1933. It is a regional organization 
representing industry and business in the 16 Southern States from 
Maryland to Texas. 

At the last annual meeting of the council’s board of directors held 
in Ponte Verde, Fla., last May, the following policy statement was 
reaffirmed : 

SUBSIDIES 


In general, Federal subsidies are politically motivated. Their aim is to gain 
or retain the political support of particular groups at the expense of all the 
taxpayers. Federal subsidies also make for additional Federal controls. When 
the Government supports the price of any commodity, it must of necessity con- 
trol the production of that commodity. 

The council believes that the general welfare will be best served by the pro- 
gresSive elimination of all subsidies, except where necessary to the national 
defense. 

Mr. Jones. What kind of subsidies do you have in mind as national- 
defense subsidies ? 

Mr. Tayvor. I would say any subsidy, Mr. Chairman, other than one 
that can be justified from the national-defense angle. That is such 
as these marginal mining operations where you have to pay more 
money to get out various kinds of minerals and critical materials. 

In addition, the council favors a fair and equitable user charge to 
be paid by those industries which use publicly financed facilities and 
which compete with other industries which do not use such facilities. 

The council, therefore, fully supports recommendation No. 8 of the 
Hoover Commission on water resources and power and which reads 
as follows: 


Recommendation No. 8 

That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges. 
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I would like to interject right here, Mr. Chairman, that I was tre- 
mendously impressed with the presentation made this morning by 
General Hardin. In taking this position we are in nowise concluding 
that flood control, navigation, irrigation and_ these other things are 
not a legitimate responsibility of the Federal Government. It is just, 
as I will try to explain in a moment, that we do feel an unfair com- 
petitive situation exists with respect to these user charges. 

The first question I wish to discuss has to do with the fundamental 
fairness of the competition that now exists between the different modes 
of transportation. 

On the one hand, we have the railroads. They stand on their own 
two feet, providing rights-of-way, roadbeds, and all other facilities 
out of their own pockets. They also pay their full share of Federal, 
State, and local taxes. 

On the other hand, we have the inland waterways. These road- 
beds are not provided by private investors. They are provided, im- 
proved, and maintained by the Federal Government at the expense 
of all the taxpayers. 

Mr. Jones. Mr. Taylor, let me ask you a question. You brought up 
an interesting subject for discussion, particularly the fine manner in 
which the railroads were able to adie their own properties and to 
carry out their objective of having a good rail transportation facility. 
However, it is my understanding back in 1946, I believe, that the value 
of the land or property held by the railroads given to them by the 
Federal Government in order to encourage them to extend their lines, 
was in excess of $1,600 million. Do you think in order to eliminate 
these so-called subsidies in the properties given to the railroads, and 
the financial assistance they have received in the past from the Fed- 
eral Government, that those should be sequestered and given back to 
the Federal Government ? 

Mr. Taytor. Mr. Chairman, as I understand that situation most 
of that land was in the West and it was given to the railroads to en- 
courage them to push their lines on through to the Pacific Ocean. It 
is my further understanding that they gave the Government special 
concessions on the Government’s transportation of freight, and so 
forth, in order to compensate for that; and that they did compensate 
for the land over and over again, and only within the past couple of 
years or so has that concession been eliminated. 

Mr. Jones. Do you know of any subsidies that the railroads enjoy 
at the present time ? 

Mr. Taytor. No actual subsidies. No, sir. 

Mr. Jones. Do you know how much tax amortization is received, or 
how many tax amortization certificates the railroads are now receiv- 
ing for the construction—— 

{r. Taytor. That might be a subsidy or it might not be, Mr. Chair- 
man, depending on the tax rate in subsequent years. If they went 
ahead and amortized in a hurry over the first 5 years and their—— 

Mr. Jones. Do you know whether the railroads are taking advan- 
tage of it? I think the whole subject is more or less academic, but 
I just wanted to follow through on your logic and thinking on the 
proposition to see if we can go the full limit on your suggestion of 
eliminating all of these subsidies. 

Mr. Taytor. If I may finish what I started to say about the rail- 
roads, Mr. Chairman? 
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Mr. Jones. Yes, sir. 

Mr. Taytor. If they amortized rapidly and the rate of taxes is low 
they subsequently have to pay a full rate of taxes. 

Mr. Jones. I understand that. 

Mr. Taytor. And, if the rate goes up, they would be stuck, so that 
some of them take advantage of it and some of them do not. Of 
course, the Government wants to get them to modernize their facili- 
ties and to do everything they can, and I suppose there is a very 
closely related defense angle here. 

Mr. Jones. It stems from the defense effort in the Defense Produc- 
tion Act. 

Mr. Taytor. Yes. 

Mr. Jones. Go ahead. 

Mr. Taytor. On the other hand, we have the inland waterways. 
These roadbeds are not provided by private investors. They are pro- 
vided, improved, and maintained by the Government at the expense 
of all the taxpayers. They do not stand on their own two feet. They 
pay no taxes. Users of them are for the most part unregulated. Only 
a few of them have been designated common carriers and these—ac- 
cording to the Hoover Commission task forcee—can and do select the 
kind of commodities they prefer to handle, leaving the burden of 
hauling freight not considered profitable to the railroads and motor 
trucks. 

Is this fair competition? For our part, we answer this question 
with a quote from the Hoover Commission Task Force on Water 
Resources and Power (vol. I, p. 217) : 

The Federal navigation program is a direct subsidy to a comparatively limited 
number of shippers who are in a position to take advantage of the facilities 
provided at the expense of the taxpayers. It is not fair, nor is it sound politi- 
cal or fiscal practice, to continue these large subsidies in the name of navigation 
improvements. 

Other persuasive considerations might be mentioned in support of 
fair and equitable user charges. For example: 

Such a charge would save the Government a lot of money at a time 
when the need for economy was never more urgent. According to the 
Hoover Commission Task Group on Navigation, Federal expenditures 
for improvement of navigation through 1954 amounted to $4.2 bil- 
lion, of which $1.7 billion was for operation and maintenance. 

Again, user charges sufficient to reimburse the Government for main- 
tenance and operation outlays would prove a powerful deterrent to 
the typical pork-barrel project—projects for which no sound economic 
justification exists. 

It has also been noted that the principle of tolls for inland canals 
has already been established. Vessels using the Panama Canal pay 
tolls and the legislation authorizing the St. Lawrence seaway made 
it mandatory that tolls be collected sufficient to reimburse the Govern- 
ment for its outlays. As the Hoover Commission correctly ob- 
served— 

There is no distinguishing fact, theory, or principle to support user charges 
for the Panama Canal and St. Lawrence seaway, which does not equally support 
user charges for inland waterways. 

Mr. Jones. May I ask a question, Mr. Taylor? Do you know 
whether or not the American railroads opposed the construction of 
the Panama Canal? 
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Mr. Tayrtor. Whether the American railroads opposed the con- 
struction ? 

Mr. Jones. Yes, sir. 

Mr. Taytor. No, sir, I do not know. 

Mr. Jonrs. You do not know ? 

Mr. Taytor. No. 

Mr. Jonrs. Do you know whether or not the American railroads 
opposed the St. Lawrence seaway ? 

Mr. Tayror. They did. 

Mr. Jones. Do you know whether or not the railroads opposed the 
construction of any other navigation project in the country? 

Mr. Taytor. I cannot think of any at the moment, Mr. C hairman. 

Mr. Jones. Thank you. 

Mr. Taytor. As I say, these and other valid points might be elabo- 
rated in support of user charges. However, in the remaining few 
minutes left to me, I should like to comment briefly upon the dissent 
entered to this part of the Hoover Commission Report by Representa- 
tive Holifield, of California, one of the members of the Commission. 

Mr. Holifield appears to be disturbed at the possibility that user 
charges would force the abandonment of “normally economic and 
justifiable” waterways. He cites the report of the President’s Ad- 
visory Committee on Transport Policy and Organization, one recom- 
mendation of which, if followed, would authorize the ICC to fix mini- 
mum and maximum—but not exact—rates for common carriers. The 
effect of this, Congressman Holifield said, could be to let the railroads 
reduce rates for hauls paralleling waterways to their bare out-of- 
pocket cost. He then adds: 

If the advisory committee recommendations are made effective, and this (the 
Hoover) Commission’s recommendation imposing fixed user charges for navi- 
gation are put into effect at the same time, the pincers on the waterways will 
be ready to squeeze. Waterway rates will be forced up at the same time com- 
petitors are freed to establish, at their own discretion, discriminatory low rates 
based on much less than the real cost of operation. [Emphasis supplied. } 

With all respect to Congressman Holifield, I must say that appar- 
ently he has completely misread the report to the President on trans- 
portation policy. Let me read some of its recommendations: 

First, the declaration of transportation policy, paragraph 2: 

To encourage and promote full competition between modes of transportation 
at charges not less than reasonable minimum charges, or more than reasonable 
maximum charges, so as to encourage technical innnovations, the development 
of new rate and service techniques, and the increase of managerial efficiency, 
full use of facilities and equipment, and the highest standards of service, econ- 
omy, efficiency, and benefit to the transportation user and ultimate consumer, 
but without unjust discrimination, undue preference or advantage, or undue 
prejudice, and without excessive or unreasonable charges on noncompetitive 
traffic. 

Again, paragraph 5 of the recommended transportation policy 
declares: 

To require that such minimum economic regulation be fair and impartial, 
without special restrictions, conditions, or limitations on individual modes. of 
transport. 

What about Mr. Holifield’s charge that the railroads could, at their 
discretion, fix “discriminatory low rates based on much less than 
the cost of operation to meet and destroy competition” ? 
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Here again the report provides a specific answer. It is found in 
paragraph 1 at the top of page 11. Authority of the ICC would 
continue: 






To prescribe rates of common carriers subject to the Interstate Commerce Act 
which shall be not less than a just and reasonable minimum. The committee 
believes that rates are unreasonably low when they are not compensatory, i. e., 
when they fail to cover the direct ascertainable cost of producing the service 
to which the rates apply. [Emphasis added.] 

Under such a mandate, it is not reasonable to suppose that the ICC— 
which would have sole responsibility for fixing both user charges and 
the rates of common carriers—would work out user charges for navi- 
gation as a part of the whole transport problem with all forms of 
transportation based on full cost—a procedure which incidentally 
Congressman Holifield says makes sense to him. 

It makes sense to us, too, and we are, therefore, confident that Mr. 
Holifield’s fears are totally without any factual basis and totally 
unsupported. 

Thank you. 
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; Mr. Jones. Thank you, Mr. Taylor. Are there any questions? 
Did the Southern States Industrial Council take up any other 


aspects of the Hoover Commission’s recommendations and discuss 
them either for approval or disapproval ? 

Mr. Taytor. Yes; they did. 

Mr. Jones. Did they take any official action ? 

Mr. Taytor. But I got this assignment, Mr. Chairman, about 3 days 
before coming down here. I had to borrow the copies of the Hoover 
Commission report from the Commission and I have not had an op- 
portunity to study the whole thing. 

Mr. Jones. I see. You just confined it to recommendation No. 8? 

Mr. Tayvor. No. 8. 

Mr. Jones. The Southern States Industrial Council only requested 
you to discuss recommendation No. 8 of the Commission ? 

Mr. Taytor. As to user charges. 

Mr. Jones. User tolls? 

Mr. Tayuor. Yes. 

Mr. Jones. Is Mr. Sensing still with you ¢ 

Mr. Taytor. Yes. 

Mr. Jones. What has been the attitude of the Southern States In- 
dustrial Council on TVA? 

Mr. Taytor. The council is opposed to TVA. 

Mr. Jones. Do you have any copies of literature that has been 
undertaken by the Southern St: ates Industrial Council commenting 
on the operations of the Tennessee Valley Authority ? 

Mr. Taytor. We do; yes, sir. 

Mr. Jonrs. Do you know whether or not the Southern States In- 
dustrial Council in that literature states it is a socialistic enterprise, 
that isy TVA? 

Mr. ‘Vaytor. We regard it as the purest example of socialism to be 
found in the United States at the present time. 

Mr. Jones. And you have made that declaration in your public 
literature ? 

Mr. Taytor. Yes. 

Mr. Jones. Do you know why it was that the Southern States In- 
dustrial Council, even though they have had opinions which they 
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have expressed on other items of the Hoover Commission report, 
decided only to address themselves to recommendation No. 8 and leave 
outstanding more of those other important questions ? 

Mr. Taytor. I was perhaps to blame for that, Mr. Chairman. It 
was a matter of time. That was the request to me and that is what 
Idid. I will say this, that generally —— ‘ 

Mr. Jonrs. Since the organization you represent considers TVA a 
socialistic enterprise, do you consider Bonneville a socialistic enter- 

rise? 
‘ Mr. Taytor. Do we consider what? 

Mr. Jones. The Bonneville Administration where the Federal Gov- 
ernment invested in power and flood control and then put a preference 
clause in their authorization which provides that the energy shall first 
be sold to cooperatives and municipalities so that in that respect it 
is the same as the Tennessee Valley Authority Act. 

Mr. Taytor. It tends to socialism. That is, the requirement that 
public bodies be given first priority. 

Mr. Jones. This morning you heard General Hardin testify that he 
thought it would be wise for the Federal Government to take multi- 
purpose project dams and add one more economic feature for the 
justification of any such proposed project so as to include reservoir 
capacity for industrial and domestic water use. Therefore, that 
would mean it would be another field of Federal endeavor. Would 
you consider that to be another step along the way to socialism? 

Mr. Taytor. I do not think I would, sir. I think that is just an 
elaboration. 

Mr. Jones. At the present time that is considered a local problem 
and should be undertaken by local people. 

Mr. Tayrtor. We feel that it should be undertaken by local or state 
people, or whoever it is in the locality that can do it. At the same 
time we recognize that this water problem is a national problem and 
the Federal Government has to interest itself in it. This reservoir 
thing sounds to me—without being anything except a mere layman 
in that field 

Mr. Jones. It would be a trespass on local sovereignty once it is 
exercised by the Federal Government. 

Mr. Taytor. If it cannot be done any other way I would say it 
would have to be done that way. 

Mr. Jones. Let me go back for just one minute to the aspect of 
subsidy. What other forms of subsidy do you think the Federal 
Government should discontinue along with subsidizing the water- 
borne carriers ? 

Mr. Taytor. Of course there are subsidies to the airlines. That 
has a defense connection. There are subsidies to our merchant ma- 
rine. I suppose that has a defense connection. There are subsidies 
to the farmers. 

Mr. Jones. Are you for those subsidies? Is the Southern States 
Industrial Council for the subsidies to the farmers ? 

Mr. Taytor. No, we are not for them; but I would say it is con- 
ceivable that a defense connection could be spelled out there, and 
we specifically say that we are for the progressive elimination of all 
subsidies except where necessary to the national defense. 
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Mr. Jones. We have a surplus of agricultural commodities now, 
and in no way could you justify the continuation of paying subsidies 
to the farmers purely as a defense measure. 

Mr. Taywor. I cannot see it, either. I said conceivably something 
might be spelled out of it. Of course the immediate rigid price sup- 
port is not the answer to the farm problem. It just results in piling 
up these enormous surpluses which depress the market and apparently 
do not solve anything. 

Mr. Jones. So you think there is a justification for the continu- 
ation of subsidies paid to the farmers for acreage controls in order 
to curry out 90 percent of parity formula? 

Mr. Taytor. I do not say that. I say that conceivably some justi- 
fication might be spelled out on a defense angle. I do not see exactly 
how it could be but it might be. I am not an authority on that farm 
problem. 

Mr. Jones. But as a general proposition your organization is 
against all forms of subsidy? 

Mr. Taywor. That is right. As a general proposition. 

Mr. Jones. I notice the president of your organization is the presi- 
dent of a textile institution. Do you know whether or not the textile 
people and manufacturers in this country are asking for an increase 
on tariffs? 

Mr. Taytor. My understanding is that they are, sir. 

Mr. Jones. Do you consider that any form of subsidy or Govern- 
ment interference? 

Mr. Taytor. Not when it is protecting the American producer 
against Japanese labor that is paid 15 cents an hour, whereas our 
labor gets $1.30. In fact, I cannot conceive of any tariff high enough 
to compensate for that differential in labor costs. 

Mr. Jones. You say you differentiate between tariffs and subsidies? 

Mr. Tayuor. Yes, sir; I do. 

Mr. Jones. Then you would raise the tariff and say that is not a 
subsidy because you are using an arm of the Government to see that 
we do not have competition with the importation of foreign goods 
and, therefore, it is another instance in which the Federal Government 
should extend itself for the protection which you say is necessary for 
the textile industry. Is that right? 

Mr. Taywor. We say that tariffs—I will put it this way—that free 
trade is possible only where you have among the free trading countries 
approximately or roughly the same price and wage structure and 
living standards. Where you have to try to have free trade as between 
the textile manufacturers of this country and those of Japan, you 
are being totally unrealistic because they can outsell you. 

Mr. Jones. The things you have just described have been outstand- 
ing since you have been doing business with Japan. Now it is diffi- 
cult for me to understand your position and your thinking on sub- 
sidies because when we apply it to the tariff area you feel that there 
should be a protective tariff for the manufacturers even though it 
would mean that the agricultural producers in the South of cotton 
and textile raw materials would lose all of their market for the sale 
of over 25 percent of the cotton that is raised in the South. 

Mr. Taytor. We are in favor of tariffs only to the extent that they 
are necessary to equalize these unequal factors and place our people 
on a parity in the competitive game with other people. 
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M Mr. Jones. In other words, you just want a little raise and not a 
ig one? 

Mr. Tayxor. I do not know. In the case of Japan, as I say, I do 
not think it could be done by any tariff that is attainable. I think 
you are going to have to impose quotas because the difference between 
13 cents and $1.30 is, after all, rather significant. 

Another example of what we regard as unwarranted Government 
intervention, and which has a direct bearing on the textile thing, is 
the action of the Federal Government in establishing in the first place, 
and then raising 2 or 3 times, the minimum wage. 

Mr. Jones. Is the American Association of Railroads a member of 
the Southern States Industrial Council ? 

Mr. Taytor. No, sir. 

Mr. Jones. Are there any of the railroads that are members of your 
organization ? 

Mr. Taytor. There are. Yes, sir. 

Mr. Jones. What railroads are they ? 

Mr. Taytor. I could not tell you the names of them, sir. I would 
say the majority of the railroads in the South are members of the 
council. 

Mr. Jones. Would you be good enough to supply for the record at 
some subsequent date the names of the railroads that are members ? 

Mr. Taytor. I would be glad to. 

Mr. Jones. In that connection, are any utility companies members 
of your organization ¢ 

Mr. Taytor. Again, I am certain that there are, but I do not know 
which ones. 

Mr. Jones. Would you be good enough to supply us for the record 
at some subsequent date the utility companies who are members of 
your organization ? 

Are there any other questions? 

Mrs. GrirFitns. I would like to ask a question. 

Did you say that you approved a subsidy to the airlines on the basis 
of defense? Would you say that the industrial council approved a 
subsidy to the airlines on the basis of defense ? 

Mr. Taytor. No. I said that such a subsidy might be justifiable 
from a defense angle. 

Mrs. GrirrirHs. Why did you say it would be? 

Mr. Tayvor. I said it might be and I didn’t say it was. 

Mrs. GrirFitHs. Why would you think it would be? 

Mr. Taytor. I can see where possibly—I am not saying it is, but 
I can see that possibly the United States Government might have the 
right to subsidize the airlines by way of causing them to expand and 
have a big backlog of facilities in case of trouble. 

Mrs. GriFriTHs. Of course, that would be a transportation facility 
available in case of war? 

Mr. Taytor. Yes. 

Mrs. GrirFitHs. Do you not think that the shipping lines and canals 
are a transportation facility in case of war? 

Mr. Taytor. I suppose some of them are; and wherever a reason- 
able user charge would interfere with the national defense, to that 
extent we would not favor it. 
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Mrs. GrirFitrus. I believe that the shipping lines could produce a 
better case for their defense effort and their transportation effort in 
times of national emergency than even the airlines. 

Mr. Taytor. Possibly so; yes. 

Mrs. GrirFitus. And under such circumstances then no shipping 
line would have to pay a transportation charge. 

Mr. Tayitor. Well, you are getting a little bit beyond me there 
because I think that the merchant marine and the aviation companies 
and the uranium-mining companies and people like that, are people 
who are very closely connected with the national defense. 

Mrs. GrirFitus. The commercial airlines are no more connected 
with the national defense than shipping. 

Mr. Taytor. They would be after war was declared. 

Mrs. GriFrirHs. No more than shipping. 

Mr. Taywor. No more than shipping, but they would be after the 
war was declared. 

Mrs. Grirrirus. The shipping companies would be too. 

Mr. Taytor. Yes; they would be too. 

Mr. Reuss. Mr. Taylor, I was interested in your discussion of Fed- 
eral flood control and navigation work as being socialism. May 1 ask 
for your definition of socialism ? 

Mr. Tayvor. I think you misunderstood me, sir. 

Mr. Reuss. I thought you described the TVA as pure socialism. 

Mr. Taywor. I said it was the purest example of socialism that we 
know of in this country. 

Mr. Reuss. Woud you define what you mean by socialism ? 

Mr. Taytor. We regard the navigation and flood-control aspects of 
TVA-as perhaps socialistic, but permissibly socialistic like the post 
office is and the public schools, and so on. But the power, as it has 
been administered by the TVA, and the building of these steam 
plants, which was never dreamed of at the time when the original 
TVA Act was passed, is what we think of as socialistic. 

Mr. Reuss. Perhaps you can help me to get your thought on where 
permissible socialism ends and not permissible socialism begins. How 
would you draw the line? 

Mr. Taytor. A rough line might be drawn where you have com- 
petition with private industry. Admittedly that would be a rough 
line, but private industry is not able and it is not interested, for ob- 
vious reasons, in building flood-control projects. It has not got the 
money. That is a job that only governments—Federal, State, or 
local—are capable of doing. 

On the other hand, in the case of the Tennessee Vailey Authority 
and its steam plants, it is competing directly with privately financed 
and owned power facilities, and for that reason we think it is a 
socialistic thing. 

Mr. Reuss. | was interested in your reference to the post office as 
falling on the permissible side of socialism. Actually before govern- 
ments began to carry the mails there were private operators. 

Mr. Taytor. That is right. 

Mr. Reuss. And some of them were very efficient in carrying the 
mails. Are you sure you want to include the post office on the per- 
missible side? I want to get your analysis. 
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Mr. Taytor. I think as a realistic proposition, yes, because we have 
got that system. There is no serious movement to do away with it. 

ut you are bound to admit it is socialistic. 

Mr. Reuss. Then your line between permissible socialism and non- 
permissible socialism is if you have it, it is permissible ? 

Mr. Taytor. I would put the post office in a special category as far 
as I am concerned, sir. As you say, we had it practically since the 
beginning of the country and I do not know anybody who is going to 
do anything about it. 

Mr. Reuss. Actually I think a good many decades of our national 
history elapsed before the Federal Government entered that field. 

Mr. Taytor. We have had it for the past 150 years. I will put it 
this way, that the post office, while a socialistic enterprise, has more 
or less gained the acceptance of long being established, and the fact 
that while it does of course compete with private enterprise, appar- 
avy it is just one of those situations that nobody can do anything 
about. 

Mr. Revss. I have just returned from several days of hearings in 
the Florence-Sheffield-Tuscumbia complex down around Muscle 
Shoals where we heard witnesses from all walks of life—bankers, in- 
dustrialists, and farming people. They all seem to accept the Ten- 
nessee Valley Authority down in that region, at least, as something 
that was established. I wondered if applying your economic analysis 
to that situation if you would not be willing to include TVA in the 
category of permissible socialism ? 

Mr. Tayrtor. No, we would not. 

Mr. Reuss. Why is that? 

Mr. Taytor. Well, TVA is a comparatively new thing. When was 
it started? 1935? 

Mr. Reuss. About 20 years ago, roughly. 

Mr. Taytor. It is a comparatively new thing. It was started on a 
theory totally different from what has worked out in practice, namely, 
that it was primarily a flood control and navigation project. Steam 
plants were undreamed of at that time. As I say, it does compete 
directly with privately owned utilities. 

Mr. Reuss. Thank you. 

Now, turning to one other point you made on the question of sub- 
sidies, you are aware, of course, of the large program, the rather large 
orogram of tax amortization certificates which have been granted 
industry by our United States Treasury and the Internal Revenue 
Department? 

Mr. Taytor. Yes, sir. 

Mr. Reuss. In the last 5 or 6 years? 

Mr. Taytor. Yes, sir. 

Mr. Reuss. Ranging over a whole variety of industrial commodi- 
ties and utilities, basic materials, machinery, et cetera. Are you, in 
the Southern States Industrial Council, in favor of or opposed to the 
tax amortization program ¢ 

Mr. Taytor. Well, we assume that the Government has found that 
they need these plants for the national defense and that they are will- 
ing to subsidize them to that extent. We, therefore, do not’ question 
that. 

Mr. Jones. Let me ask you a question at that point. 
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Then what you say is you are for private subsidies and not for 
public subsidies. Is that it? sizxsay 

Mr. Taytor. Well, these plant amortizations you have talked about 
are _— subsidies, are they not? 

r. JONES. Yes. 

Mr. Tartor. They come out of the Public Treasury. 

Mr. Jones. Yes, but the immediate beneficiaries are private con- 
cerns which pay dividends on the profits enjoyed by the corporation 
which receives them. 

Mr. Taytor. On that, Mr. Chairman, we just go back to our orig- 
inal and main proposition here, which is in the broadest sense that 
the Government should not compete with its own taxpaying citizens. 

Mr. Reuss. Now, further on this question of subsidies, as you know 
a considerable amount in dollar value of tax amortization certificates 
have been granted. 

Mr. Taytor. That is right. 

Mr. Reuss. I might say very properly to private utility companies 
situated in all parts of the country. You have no objection to that, 
I trust. 

Mr. TaAytor. I assume that the Government’s yardstick for doing 
that is that the expansion which is thereby brought about will broaden 
and strengthen the national defense, and they can afford to pay that 

rice. 
. Mr. Reuss. It is a fact, is it not, that a considerable portion of the 
electric power output of the Tennessee Valley Authority system is 
dedicated to the national defense? 

Mr. Taytor. That is right. 

Mr. Reuss. The figure has been given in these hearings that the 

rcentage of TVA output which goes to the Federal Government’s 
installations themselves, leaving aside private defense industry, is 
in the order of 60 percent of that total. You have no reason to chal- 
lenge that figure, do you? 

Mr. Taytor. You mean the electricity that goes to the Atomic 
Energy Commission ? 

Mr. Reuss. Yes. 

Mr. Taywor. I do not know the figures but I have no reason to 
question that. 

Mr. Reuss. But your feeling is that it is perfectly proper for the 
Federal Government to assist a private utility whose power is used 
for the national defense but improper for it to assist the Tennessee 
Valley Authority to accomplish the same thing ? 

Mr. Taytor. That is right. That is correct. 

Mr. Reuss. What is the feeling of you and your organization in 
regard to the subsidies presently given to newspapers and magazines 
by the Post Office Department, due to rates less than the actual cost of 
handling newspapers and magazines? 

Mr. Taytor. The organization has not taken a position on that, 
Mr. Congressman. My own feeling is that that is one of the most 
vicious of all subsidies, because it is tampering with the well springs 
of public opinion. 

Mr. Reuss. But you do not think that the subsidy granted to in- 
dustry and utilities through rapid tax amortization is vicious? 

Mr. Taytor. No, sir, not if it is for national defense. 


70818—56—pt. 6——-4 
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Mrs. Grirrirus. I would like to ask you a question. At some point 
you suggested that you thought flood control would be permissive be- 
cause private industry was not interested in that sort of thing. There 
seems to be a dispute on Hells Canyon. There is a group of people 
in that area who would be consuming the power who would like a 
high-level dam, and the private industry would like to put in, I under- 
stand, three low-level dams. They are not even going to compete 
with the Government. They simply will not consider building a high- 
level dam, if I understand the facts correctly. Would you consider, 
then, that since the Federal Government has no real competitor at the 
high level, that it should be permitted to build the dam ? 

Mr. Taytor. No, I would not. 

Mrs. Grirrirus. Why not? 

Mr. Tayxor. As long as you have private enterprise ready and 
willing to do the job and put up the money and save the expense to 
the Federal Government, the Federal Government should not enter 
into it. 

Mrs. Grirrirus. But they are not comparable. The dams are not 
comparable. 

Mr. Taytor. My understanding is a little bit different from that, 
namely, that the three low dams would serve all of the essential pur- 
poses of the one high one. 

Mrs. Grirrirus. I believe the testimony we have is not to that effect, 
But you feel that under any circumstances, even if it served fewer 
people, we should have three low-level dams in place of the high one? 

Mr. Taytor. I feel that the considerations where you have private 
enterprise which is willing to do a job as against the public doing it 
through taxes are such that I would tend to give the benefit of the 
doubt to the private enterprise. 
~ GrirritHs. No matter how inadequately they want to do the 

Oo 

’ Mr. Taytor. You say no matter how inadequately. There is a 
difference of opinion as to whether these three low-level dams would 
not do the same job as the one high one. 

Mrs. GrirrirHs. Thank you. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lipscoms. No questions. 

Mr. Jones. Thank you very much, Mr. Taylor. We are glad to 
have you with us today. 

Our next witness will be Mr. John P. Cole, representing the Asso- 
ciation of Southeastern Railroads. Is that correct? 


STATEMENT OF JOHN P. COLE, STATISTICIAN, ASSOCIATION OF 
SOUTHEASTERN RAILROADS; ACCOMPANIED BY ROBERT L. 
CORNELIUS 


Mr. Core. Mr. Chairman, my name is John P. Cole, statistician of 
the Association of Southeastern Railroads, Washington, D. C 

Mr. Jones. Would you have a seat, Mr. Cole? 

Mr. Coz. I would like to introduce my assistant, Mr. Robert L. 
Cornelius, who prepared the underlying study which forms a basis 
for our presentation. 

Mr. Jones. Fine. You may proceed. 
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Mr. Core. The purpose of my statement is to bring to the attention 
of your committee the enormous annual cost of Federal aid to naviga- 
tion on certain inland waterways, as recently computed by our office. 
At the outset, I think it is appropriate to quote from the ee re- 
port of the Domestic Land and Water Transportation Subcommittee, 
pursuant to Senate Resolution 50, 81st Congress: 

The Federal Government has spent vast sums of money on the improvement 
and maintenance of inland rivers and harbors. The users of these Government- 
provided transportation facilities pay no toll or other charge. The entire cost 
is paid by the general taxpayer. The fact that transportation on inland rivers 
and harbors is subsidized has been recognized in so many studies that no exten- 
sive citation of authority for this fact is required (p. 30). 

The particular inland waterways which will be covered in this 
statement are the Missouri, Tennessee, Mississippi, Illinois, and Ohio 
Rivers. The detailed cost calculations for each of these streams are 
incorporated in a separate exhibit. 

I would like to have that inserted in the record. 

Mr. Jones. That is the computation of annual cost of Federal aid 
to navigation on selected inland waterways? 

Mr. Coter. Yes, sir. 

Mr. Jones. Without objection, the table will be included immedi- 
ately following your statement, and also the testimony given by you 
and Mr. Cornelius. 

Let me say this, to interrupt you. The Chair ruled on yesterday, 
and will rule again today, that since this is a document of some length, 
the committee will have the opportunity of recalling the witness in 
the event there is some question which arises at a later date as to 
certain portions of the charts and tables in the exhibits offered in the 
testimony. The reason why I do that, I say to the members of the 
committee and the witness, is to analyze and digest the statements of 
this length, with all of the charts, and study them and know their 
contents, would take considerable time of the committee. We would 
have to vacate our proceedings until such time as we had an oppor- 
tunity to review and scrutinize these documents. Therefore, when 
the Chair receives a document of this size it must be with the under- 
standing that the witness will be subject. to recall for examinaion 
or any questions on the statement and report. 

Mr. Corr. Yes, sir; I understand that, and Mr. Cornelius and I 
will be available. 

Mr. Jones. Thank you very much. 

Mr. Cots. The costs which have been determined for each of the 
selected waterways do not represent the full cost of Federal aid at- 
tributable to navigation, but rather, only that portion of Federal ex- 
penditures for waterway improvement which can be readily ascer- 
tained and reasonably assigned to navigation. Limitations of available 
data preclude a more accurate ascertainment of such costs. The 
cost of such aids to waterway navigation as may come from the Coast 
Guard or Weather Bureau are not included in the calculations. 

Among the Federal agencies which publish expenditure records on 
an individual project basis, the Corps of Engineers of the United 
States Army is of primary importance, since most waterway improve- 
ments have been provided by them. The corps’ records must neces- 
sarily be supplemented by those of the Tennessee Valley Authority in 
determining costs pertaining to the Tennessee River. In addition to 
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expenditures, the annual report of the Chief of Engineers includes 

complete statistics of traffic volume on all inland waterways, which 
ae determination of the average cost per ton and per ton-mile 
or Federal aid on each of the aforementioned rivers. 

One of the most comprehensive studies ever made of Federal aid to 
navigation on domestic waterways is embodied in a report of the Board 
of Investigation and Research entitled, “Public Aids to Domestic 
Transportation.” That report, hereinafter referred to as the BIR 
study, was published in September 1944, as House Document No. 159, 
79th Congress, Ist :session. As far as was practicable, the methods 
used and figures shown in that report were incorporated into our 
calculations. 

The method prescribed in the BIR study consisted of the following 
basic steps: 

1. Computation of the total —s cost of improvements useful to 
navigation in the year under study. 

2. Amortization of such cost over a 50-year period allowing for in- 
terest of 3.5 percent, and using a sinking-fund method to determine 
annual charges. 

3. Computation of a 5-year average cost of maintenance predicated 
on the assumption that any 1 ae maintenance would be of benefit 
to navigation fo ran average of 5 subsequent years. 

4, Evaluation of annual capital and maintenance costs in terms of 
traffic volume. 

The BIR study reflects the cumulative cost of facilities useful to 
navigation in 1939, and the average annual maintenance costs for the 
years 1935 through 1939. Our study, in substance, brings the BIR 
study up to date. It reflects the cumulative cost of facilities useful 
to navigation in 1954, and average annual maintenance costs for the 
years 1950 through 1954. In computing annual costs, we have used a 
65-year amortization period, in lieu of the 50-year period used in the 
BIR study. 

My exhibit shows cumulative capital expenditures of $970,550,995 on 
the several streams, as follows: 


Missouri River: 


Pe ORES 0) SET Oe BO tnt cme ecnginninnemen $95, 904, 732 
Renses ‘Glty to Blot Giessen abdicate tneedd 114, 209, 461 
CI ics ssciuibivtgciniaeadenin sieniaeenenbtinainniaiaieatinaiaticammaitapiag einen 210, 114, 193 
IG, TINGE cisco cee ti ie ieae encgia cumin ceieinashanpednimtal dias AME ae 163, 441, 768 


Mr. Jones. Just 1 minute at that point. That figure of $163,441,768 
for the Tennessee River—is that carrying the interest rate of 314 
percent ? : 

Mr. Cotz. No; that is the basic cost and the original cost of the 
capital expenditures on the river. 

Mr. Jones. Isee. All right. 

Mr. Cote. To continue, the capital expenditures are as follows: 


Mississippi River: 
From reservoirs at headwaters to mouth of Missouri River... $174, 968, 973 


From mouth of Missouri River to mouth of Ohio River__.__.___ 76, 968, 247 
From mouth of Ohio River to New Orleans, La_-..--._--____- 170, 527, 864 
aii dine align coinage asics nae enctean eltiece pein ees idn ee tcies 422, 465, 084 
TETRA Fi Bu oe ia 49, 706, 869 
OR 10 FINO sc — hh pitt ein dt eicithh Rbteb etteln date bhedteeamiEee 124, 823, 081 





Cert Ele Eg pean re NSN or 








ich 
ile 


| to 
ard 
stic 
IR 
59, 


our 





| 
| 









ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1075 


Average annual maintenance costs during the 5 years, 1950 through 
1954, were as follows: 


Missouri River: 


Hanese City to mouth of Tver nso nc cttectincewsinennne $2, 898, 664 
Hasse: City 66 Bie CRG sai hc heirecticigimcnniintintie 4, 032, 084 
ela 6, 930, 748 
cease ees enamel 2, 036, 153 
Mississippi River: 
From reservoirs at headwaters to mouth of Missouri River... 3, 868, 677 
From mouth of Missouri River to mouth of Ohio River... 1, 321, 634 
From mouth of Ohio River to New Orleans, La_.....--.-..-.. 5, 407, 407 
Ce ee i te ohh ecepab alban 10, 597, 718 
De i i a eke 1, 846, 702 
a 7, 156, 964 
SE ee ee ee Soledad 28, 568, 285 


Total annual costs, including amortization of capital costs, amounted 
to $66,613,883 in 1954 for the 5 rivers combined. 

Total costs per ton and per ton-mile in 1954 for each of the streams, 
or segments thereof, were as follows: 


Cost per— 


Ton Ton-mile 








Missouri River: 








TOO IO TO Rn ce windn Wm nadine bkaisial $5. 347 | $0. 05739 
I a cieipcegicientegnntge aparece 5.751 . 27179 
Neen nn nn nea eee eno Os spe qeniiameecceaeonmaabs . 990 . 00681 
Mississippi River: 
From reservoirs at headwaters to mouth of Missouri River........-.-.-.-- sn irenataes . 658 . 00364 
From mouth of Missouri River to mouth of Ohio River_..........-..-.---.----- . 246 . 00163 
From mouth of Ohio River to New Orleans, La................-...-....----..--]---------- . 00077 
FOUN hd tlie ath teak ak i Nl i a . 00127 
CN ens ccna . 247 . 00134 
I PN cei silo a atesas sncicd ss msc ashe Scheele chen ed etal ccleene oa endear maecas Abadia 219 . 00104 


The average cost per ton-mile in 1954 was 1.79 mills for the 5 rivers 
combined. My exhibit also shows costs per ton and per ton-mile on 
the various rivers, or segments thereof, based on the 1952 traffic level, 
which was considerably lower than the 1954 level. On basis of the 
1952 traffic level, the cost per ton-mile of Federal aid to navigation in 
1954 would have been 2.13 mills for the 5 rivers combined. 

The method used in our computations of Federal aid to navigation 
are fully explained in the appendix to my exhibit. 

Thank you, sir. 

Mr. Jones. Do you have joint water-rail rates on all of the streams 
you mentioned in the report? 

Mr. Coxe. I believe the joint water-rail rate is confined to traffic 
passing through Memphis. I am not certain of that fact. 

Mr. Jones. Do you know whether there is a case pending before 
the Interstate Commerce Commission now for application for joint 
water rail rates on the other rivers? 

Mr. Core. I testified in docket No. 30744, American Barge Lines, 
et al, v. The Railroads. 1 believe in that case the Barge Lines were 
seeking proportionate rates at ports other than Memphis. That case 
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has been decided by the Interstate Commerce Commission against the 
Barge Lines’ position, However, it is my understanding that recon- 
sideration has been asked. 

I would like to add something. I believe you brought up this 
morning the question as to what the cost of maintenance and opera- 
tion of these rivers would be in terms of cost per ton-mile, excluding 
amortization charges. I have made a calculation to that effect. 

On the Missouri River from Kansas City to the mouth of the river 
the costs amounted to 2.5 cents per ton-mile. From Kansas City to 
Sioux City, where the traffic is very light, the cost is 12.81 cents 
per ton-mile. 

On the Tennessee River the cost is 1.6 mills per ton-mile. 

On the Mississippi River from the reservoirs at the headwaters to 
the mouth of the Missouri the cost is 1.3 mills per ton-mile. 

On the Mississippi River from the mouth of the Missouri to the 
mouth of the Ohio the cost is five-tenths of a mill per ton-mile. 

On the lower Mississippi from the mouth of the Ohio to New Orleans 
the cost is three-tenths of a mill. 

On the Ohio River the cost is seven-tenths of a mill per ton mile. 

Mr. Jones. How much ? 

Mr. Core. On the Ohio River it is seven-tenths of a mill, and on 
the Illinois River the cost is six-tenths of a mill. 

Mr. Jones. If recommendation No. 8 of the Hoover Commission 
were to be adopted and become a law how would you go about com- 
puting the toll rate? Would you do it by major streams, or how 
would you go about making that computation ? 

Mr. Core. I would say where a sufficient time has elapsed since 
the stream became navigable and the calculations showed that any 
toll that came anywhere near meeting the cost of operations and 
maintenance would completely remove the traffic from the stream, 
such as the upper Missouri River where the cost is 12.81 cents per 
ton-mile, I would say that the showing there is 

Mr. Jones. It would have to be discontinued ? 

Mr. Coir. The showing is there is no longer any economic justifica- 
tion for the maintenance of the navigation on the Missouri River. 
In other cases where the cost is relatively low I would say as a starting 
point that the cost per ton-mile probably would not mean a major 
task to work out a toll per tow. In other words, so much per towing 
unit. 

Mr. Jones. You would not lump together all the inland navigation 
projects and compute a universal rate; would you? 

Mr. Cote. No, sir. I would think there is a wide variation between 
the cost of maintenance 

Mr. Jones. Take the Warrior system in Alabama, from Birmingham 
to Mobile. They have some old locks that were built in the early part 
of the century. They have rather high operating costs. Therefore, 
the maintenance and operation charge would be pretty high. 

Mr. Corr. There I might say that my personal opinion varies from 
the conclusions reached in the Hoover Commission report in that I see 
no justification for charging only for maintenance and operation. 
Where you have a capital expenditure and the barges have the full 
use of the benefits from that capital expenditure, it seems to me that 
the charge for a fair return on the capital investment is just as well 
justified as the maintenance and operation costs. 
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Mr. Jones. You feel that in addition to what the Hoover Commis- 
sion requested in item No. 8, that there should be an additional toll 
charge to pay for the capital investment in the project and the rela- 
tionship which it might bear to the total cost of the project! 

Mr. Corr. That is my personal opinion. Anyway, that would ob- 
viate the objection you raised with respect to the Warrior River. 

Mr, Jones. I see. 

Mr. Core. In that the amortization charge would be less on these 
obsolete facilities. ; 

Mr. Jones. Have you made any calculation on what they would cost 
in ton-miles on the inland waterway system? You have calculations 
here based on maintenance and operation. 

Mr. Cote. The part of my statement read into the record is the first 
cost including amortization. 

Mr. Jones. How much of the inland waterways, then, could be 
discontinued for navigation? Have you made any estimate as to the 
number of miles ? 

Mr. Cote. I would say certainly that of the rivers covered in my 
study, the Missouri River shows absolutely no justification. 

Mr. Jones. You would eliminate that as a Federal responsibility to 
maintain it as a navigation work ¢ 

Mr. Coir. In my personal opinion, yes, sir. 

Mr. Jones. What about the Warrior system? That is pretty high. 

Mr. Coir. I have made no study of that. 

Mr. Jones. What about the upper Ohio? 

Mr. Corr. The figures we have for the Ohio River as a whole—and 
there is heavy traflic on the Ohio which reduces the unit cost to a very 
small figure—show it is less than 1 mill excluding amortization. 

Mr. Jones. There are about 45 million tons moving over the Ohio 
River, are there not? 

Mr. Cote. The figures we have for 1954 for the Ohio River are 
11,556 million ton-miles. The figure we have for the Ohio River per 
ton-mile, based on the 1954 traffic, to cover amortization, maintenance 
and operation, amounts to only 1 mill per ton-mile. 

Mr. Jones. There is no room in these figures to anticipate the future 
growth of navigation on the upper Missouri. Do you think that there 
is any prospect that the traflic index will be increased as time goes on? 

Mr. Corx. No, sir, I do not. I think if the past is any criterion 
that considering the time that has been spent in attempts by the 
Federal Barge Lines, for instance, to create a profitable traffic on the 
Missouri River, that they have absolutely made a complete failure of it. 

Mr. Jones. What other examples of failure would you suggest to the 
committee ? 

Mr. Corr. From my personal knowledge the Missouri River is the 
only one I can personally suggest. 

Mr. Jones. So, all the rest of them you would maintain % 

Mr. Core. I would not say that 1 would maintain them. I would 
say they should be subject to careful scrutiny if it is determined to 
Impose a user charge. 

Mr. Jones. How many of these navigation projects do you think 
would be eliminated by the addition of toll rates based on maintenance 
and operation and amortization ? 

Mr. Corr. I would say in any doubtful case if the imposition of a 
user charge sufficient to cover maintenance and operation dried up the 
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traffic, then certainly that would be proof of an uneconomic expendi- 
ture. 

Mr. Jones. And should bear no reflection to the total navigation 
possibilities of all the inland waterways? ; 

Mr. Cotz. In my personal opinion each project should be considered 
on its own merits. 

Mr. Jones. Are there any questions? 

Mrs. Grirrirns. Do you feel that it would dry up the traffic on 
many rivers? 

Mr. Cote. I feel as far as the Missouri River is concerned that the 
imposition of even a half of a fair-user charge would dry up that traffic 
completely. , 

rs. Grirrirus. I want to tell you that I think this is a good compi- 
lation of the facts as you seethem. It is well done. 

Mr. Cots. Thank you. 

Mr. Lipscoms. May I ask on page 5 of your statement what is the 
significance of that 2.13 mills? Where does that fit into it? 

Mr. Cotr. What I am trying to do there, sir, is to indicate the effect 
of changes in the level of traffic. In other words, the increased traffic 
in 1954 compared to 1952 has the effect of reducing the unit cost from 
2.13 mills to a figure of 1.79 mills shown at the bottom of page 4. What 
I have in mind there is that if the traffic falls from the 1954 level back to 
the 1952 level, that then the unit cost will go up again. 

Mr. Lirscoms. As I understood your testimony you said that you 
would theoretically assess the toll for each individual river instead of 
lumping them all together. Is that right? 

Mr. Corr. Except in the final conclusion. We simply averaged out 
all five of them. The statement itself has the figures there for each 
individual river and each segment thereof. 

Mr. Lrescoms. Have you ascertained in your written statement, in 
your schedules, what the toll would be on your system, for instance, on 
the Mississippi River, for the use of the Mississippi River? What 
would be the amount of tolls collected in a year under your theory? 

Mr. Corr. The Mississippi River records are kept in three segments, 
Are you speaking of maintenance and operation only ? 

Mr. Lipscomps. Yes, sir. 

Mr. Cotr. My figures show on sheet 3 of my prepared statement, or 
sheet 4, that the average cost of maintenance and operation on the 
Mississippi River is $10,597,000. That is the average cost of mainte- 
nance ak operation for a year for the entire river. 

Mr. Lipescoms. So that there would have to be tolls collected to cover 
that amount of money on the Mississippi River ? 

Mr. Cots. That is correct, sir. 

Mr. Lirscoms. And that is true with regard to all the other figures 
you have here on the Illinois and the Ohio? 

Mr. Core. I did not intend those as any estimate on the toll that 
would have to be collected but merely to present a picture of the 
Federal aid involved per traffic unit. 

Mr. Lirescomp. If tolls were collected to cover operation and main- 
tenance on this total of five rivers it would have to amount to about 
$28,500,000 ? 

Mr. Cote. That is correct. 
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Mr. Liescoms. Did you make any attempt to divide the tonnage that 
is going on these five rivers in order to get the cost per ton-mile per 
river ? 

Mr. Cote. That comes up on page 4. The Tennessee River is shown 
there as 6.8 mills. That covers not only maintenance and operation 
but also amortization of capital. 

Mr. Jones. I thought you just gave us the figure of 1.6 mills a 
moment ago. 

Mr. Coxe. That was for maintenance and operation only. No, I 
beg your pardon. The Tennessee River total, including amortization, 
is 6.8 mills. 

Mr. Lirscoms. Including amortization ? 

Mr. Cortez. That is including amortization. I gave you the figure 
excluding amortization. The figure excluding amortization is only 
1.6 mills. In other words, the major part of the annual cost on the 
‘Tennessee River is amortization. 

Mr. Larscoms. Thank you. 

Mr. Jones. On the lower Mississippi from New Oreans to the gulf, 
as I recall it, that is about 100 miles. That, too, has to be maintained 
and operated through bar removal and snagging, and such things as 
that, by the Corps of Engineers. Is that in your calculation on the 
river 

Mr. Coxe. I believe it is included in the calculations. 

Mr. Jones. You would advocate tolls to be placed on all inland 
waterways, that is, coastal inland waterways and on the eastern sea- 
board waterways system? ‘That would also bear tolls, would it not? 

Mr. Cote. I would like to see it, personally, yes, sir. 

Mr. Jones. And harbor projects in which the Federal Government 
participates, such as deepening the harbor channel to 40 feet where 
existing harbors are already in operation, would also take a toll, and 
everything would have a toll charge on it where the Federal Govern- 
ment has invested in it? 

Mr. Core. Actually, sir, I have no connection with the policy- 
making of the Southeastern Railroads Association. 

Mr. Jones. I understand that. But if you are to place a toll on 
the inland waterway it would be just as compelling to put tolls on 
harbor projects, would it not? 

Mr. Coxe. I think there would be the problem there of not only 
domestic commerce but international commerce, and I do not believe 
that domestic commerce should be charged for any more than its fair 
proportion of the total. 

r. Jones. The steamship company is being the beneficiary of Fed- 
eral investments in harbor improvements paid for by the Federal 
Government. Why would you think of excluding them? If these 
international carriers come in and out and use them, then the tolls 
would apply to them as well as it would apply to domestic ships or 
ships under the American flag. 

Mr. Cotz. I believe it to be a fact that the amount of traffic passing 
through our major ports in relation to the annual expenditures for 
maintaining those ports is so great that whatever charge might be 
levied would be very infinitesimal. In other words, it would be neces- 
sary only to levy a—— 

Mr. Jonrs. But they represent pretty heavy investments by the 
Federal Government. 
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Mr. Core. I know, but New York City, or Philadelphia, or any of 
those ports, have a tremendous amount of traflic, or New Orleans, 
that passes through. 

Mr. Jones. Yes. 

Mr. Coz. Personally I believe that any charge levied on any major 
port would be extremely small and would still cover the costs. 

Mr. Jones. Whatever the charge is, whether it is high or low, you 
think it would only be fair to impose a toll on the harbor facilities 
provided by the Federal Government ? 

Mr. Cote. That would be my personal reaction. Yes, sir. 

Mr. Jones. In other words, the same toll rate, based upon the total 
investment in most of the ports which are maintained and operated 
by either a port authority, or a State? For example, in my State the 
capital improvements are made by the Federal Government. Then the 
State authority maintains those improvements. As you say, they 
would be lower in cost but they would have to reflect some return for 
the Federal investment, because if you did not then those shippers 
would be the beneficiaries of it, which is what is sought to be corrected 
by Recommendation No. 8 of the Hoover Commission report. 

Mr. Coxe. My personal opinion is that whatever money the Govern- 
ment spends to assist commercial navigation in any way, whether it 
is a port or an inland waterway, should come back to the Government 
in the form of some kind of user charge. 

Mr. Jonxs. A revenue-producing operation ? 

Mr. Cote. You may say a nonprofit organization. 

Mr. Jones. To produce such revenues—— 

Mr. Cote. As would be necessary to reimburse the Government for 
its costs. 

Mr. Jones. Yes, sir. 

I have one question I would like to ask you, Mr. Cole. There is 
pending at the present time in the House of Representatives—and the 
bill has already been passed in the Senate and there is general agree- 
ment in the House that it is going to be necessary to construct inter- 
state systems of roads which cost approximately $24 billion. Of that 
$24 billion 90 cents out of every dollar of that $24 billion to construct 
those 40,000 miles of roads will be borne by the Federal Government. 

Following the same reasoning, do you not think it is only right and 
proper that those roads be toll roads in order to produce sufficient 
revenue to reimburse the Federal Government for that investment? 

Mr. Cots. Not necessarily through tolls. Through appropriate 
excise taxes on tires, for example and through ton-miles taxes pos- 
sibly. But I think whatever the Federal Government spends on 
highways, if it is $24 billion, or whatever it is, should come back 
to the Federal Government from the users of that highway and in 
proportion to the use made of that highway. 

Mr. Jones. Suppose a fellow like Henry here lives off the road 
about 60 miles from any interstate system and he does not get on 
that highway system or the interstate system but only used the pri- 
mary, the secondary and the urban streets. He is not going to find 
any satisfaction in paying a fee without ever getting on that road. 
What are we going to do about that kind of fellow? 

Mr. Core. I am not really qualified to answer a complicated ques- 
tion of that kind. I think it 1s highly complicated and any kind of 
tax law is bound to do injustice to some people. In other words, there 
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is no: mathematical way of figuring out a method of collecting tax 
money or user money that will be exactly fair for everybody. 

Mr. Jones. That is all. Thank you very much, Mr. Cole. 

Mr. Cote. Thank you for letting me speak. 

Mr. Jones. Yes, sir. We are glad to have you and Mr. Cornelius. 

Without objection at this point the document submitted by Mr. 
Cole will be made a part of the record. 

(The document entitled “Computation of Annual Cost of Federal 
Aid to Navigation on Selected Inland Waterways, Year 1954,” pre- 
genes by the Association of Southeastern Railroads, Washington, 

. C., November 1955 is as follows :) 


COMPUTATION OF ANNUAL CosT OF FEDERAL AID TO NAVIGATION ON SELECTED 
INLAND WATERWAYS, YEAR 1954 


Association of Southeastern Railroads, Washington, D. C., November 1955 


ScHEDULE I 


Summary of computed annual costs per traffic unit of Federal aid to navigation 
on selected inland waterways, years 1952 and 1954 


Annual costs in terms of— 


1952 traffic 1954 traffic 


| 

| Per ton- 
> 
Per ton | mile 


i 


Missouri River (schedule II): 
Kansas City to mouth of river 5.555 | $0.26417 | $5.347 | $0.05739 
Kansas City to Sioux City._.-- 5. 0. 53342 5.751 | 0.27179 
Tennessee River (schedule ITI) ‘ 0.01059 0.990 | 0.00681 
Mississippi River (schedules IV, V a | 
Reservoirs at headwaters to mouth of Missouri 0.8 0. 00522 0.658 | 0.00364 
Mouth of Missouri to mouth of Ohio_................------ cs 0. 00223 0.246 | 0.00183 
Month of Ohio to New Orleans eet 4.......... 0.00077 
Illinois River (schedule VII) | 27 0.00150 | 0.247 | 0.00134 
Ohio River (schedule VIII) .215 | 0.00116 0.219 | 0.00104 














Nore.—1. Total annual costs used to compute the above unit costs for both years are for the year 1954 
as developed for each waterway in the following scehdules. 
2. For description of the method of computation see appendix A, hereto. 


ScHEDULE II 


Computed annual cost of Federal aid to navigation on the Missouri River, 
year 1954 


A. KANSAS CITY TO MOUTH OF RIVER 


1. Capital costs: 

2. Federal cost of new work to June 30, 1954’ $95, 904, 732 
3. Annual capital cost at 3.92 percent 3, 759, 465 
4. Maintenance, 5-year average 2, 898, 664 


Total annual costs (line 3 plus line 4) 6, 658, 129 


5 

6. Traffic units: 

7 Freight tons 1, 245, 135 
Freight ton-miles 116, 013, 950 


9. Federal aid: 
10. Per ton (line 5, line 7) 
11. Per ton-mile (line 5, line 8) . 05739 


1 All facilities are less than 65 years old. 
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Computed annual cost of Federal aid to navigation on the Missouri River, year 
1954—Continued 


B. KANSAS CITY TO SIOUX CITY 
12. Capital costs: 


13. Federal cost of the new work to June 30, 1954 *____________ $114, 209, 461 
14. Annual capital cost at 3.92 percent_._.......-.....-_-..-- 4, 477, 011 
15. Maintenance, 5-year average-_......---..-...-..---.--_.-.. 4, 032, 084 
16. Total annual costs (line 14 plus line 15)-.---.-.-~_..- 8, 509, 095 
17. Traffic units: 

18. mrreenme GOW a ee 1, 479, 499 
19. Pret ORG... .ncisccnnnineh sili ah ae 31, 308, 047 
20. Federal aid: 

21. Per ton (line 16 divided by line 18)~.----..----.--..... $5. 751 
22. Per ton-mile (line 16 divided by line 19)-.-----___--____ . 27179 


1 All facilities are less than 65 years old. 


Source: Annual pre of the Chief of Engineers, U. S. Army; Waterborne Commerce of 
the United States, Calendar Year 1954, Department of the Army, Corps of Engineers. 


ScHEDULE III 


Computed annual cost of Federal aid to navigation on the Tennessee River, 


year 1954 
1. Capital costs: 
2 By Tennessee Valley Authority: 
3 Cost of navigational) facilities including allocation of 
RUE i ecinptcatanietmaoclaninetnamee $157, 985, 788 
4, By Army engineers: 
5. Dam No. 1, cost of lock and dam_-.—__._----_-_____ 989, 215 
6. Wilson Dam: 
7 I cerns etceenaianevenee $46, 973, 540 
8 Less cost adopted by TVA_--_---_-_-- 36, 329, 049 
9. Revaluation writeoff__.....-__ 10, 644, 491 
10. Allocation to navigation (line 9X27 per- 
MID stasis sass rset iachecten penis uidltaainanieae~sheaeatiatoeeitem 12, 874, 013 
11, Allocation from dam No. 52, Ohio River...._.___ *1,144, 811 
12. Historical cost of new work on 
existing project: 
13. Total as of June 30, 1954______-_ $2, 244, 236 
14, Less costs included above 
(Wheeler lock) ~--.----.-.--- 1, 796, 295 
——————— 447, 941 
15. Ne I I cicsinicnittcinibiniiiiiiipncninapiiia tnninupanininguarioets 163, 441, 768 
16. Annual capital cost at 3.92 percent._..._-..___--_--__ nil 6, 406, 917 
17. Maintenance, operation, and care, 5-year average: 
18. By Tennessee Valley Authority: 
19. Study and development of river transporta- 
11088 20 nc eniGbetite ade edandene $236, 754 
20. Net expense of public-use river termi- 
OE CRI a oiiciedisiicterenmnmcteincin 13, 448 
21. RE I liicshiciescpowedinaneecitaiiieccmnemuuaeits 949, 809 
22. CUO MB CORO a acess eeeniteh ernst wien 48, 572 
23. Administrative and general expense______-_ 86, 724 
——_—_—- 1, 335, 307 


2 Represents the percentage aterees by the TVA witb approval of the President of the 
United States, for allocation of multiple-use facilities to navigation. 

2 See schedule VIII, allocation of capital cost of selected dams on the Ohio River to triba- 
taries, year 1954. 
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Computed annual cost of Federal aid to navigation on the Missouri River, 
year 1954—Continued 


By Army engineers: 
Maintenance, operation, and care 
Allocation from dam No. 52, Ohio River... *35, 996 
—_—_—_— $700, 846 
Total maintenance, operation, and care 2, 036, 153 


Total annual costs (line 16 plus line 27) 


. Traffic units: 
Freight tons 
Freight ton-miles 1, 239, 02s, 696 
. Federal aid: — 
Ter ton (line 28-+line 30) $0. 990 
Per ton-mile (line 28--line 31) $0. 00681 


*See schedule VIII, derivation of cost of operation and care of Gallipolis lock and dam, 
Kanawha River project, year 1954. 


Source: Annual Reports of TVA, Annual Reports of Chief of Engineers, U. S. Army; 
Waterborne Commerce of the United States, Calendar Year 1954, Department of the Army, 
Corps of Engineers, and H. Doc. No. 159, 79th Cong., Ist sess., year 1944. 


ScHEDULE IV 


Computed annual cost of Federal aid to navigation on the Mississippi River from 
reservoirs at headwaters to mouth of the Missouri River, year 1954 


Capital costs: 
Adjusted cost of new work 1890 to 1939, before allocation 
to tributaries :* 
3. Minneapolis to mouth of Missouri $152, 689, 658 
4, Reservoirs at headwaters 1, 186, 447 
5 
6 Minneapolis to mouth of Missouri: 
Cost of existing project to June 30, 
1954 $166, 407, 005 
134, 989, 657 


1, 
2. 
hs Add cost of new work 1940—54, inclusive: 
7. 
8. 


31, 417, 348 
9. Reservoirs at headwaters: 
10. Cost of existing project to June 30, 

1954 
ae Less cost to June 30, 1939 
12. Total cost of new work, years nn 

1890 to 1954, inclusive 185, 293, 453 

13. Less cost assigned to Illinois River (reported 

cost of dam No. 26 $15,272,900 x 67.6 percent)*_ 10,324, 480 


Total capital outlay, years 1890 to 1954, inclusive 174, 968, 973 


q Annual capital cost at 5.92 percent 6, 858, 784 
. Maintenance, operation, and care, 5-year average: 

Reservoirs at headwaters 

Minneapolis to mouth of Missouri 

Less cost assigned to Illinois River * 


Total maintenance, operation, and care 


5 Total annual costs (line 15 plus line 20) 10, 727, 461 
22. Traffic units: ————— 
23. Freight tons 16, 295, 544 
24. Freight ton-miles 2, 946, 985, 788 
25. Federal aid: SS: 
26. Per ton (line 21 divided by line 23) ...._................___ $0. 658 
27. Per ton-mile (line 21 divided by line 24) ‘ 
1H. Doc. 7. 159, 79th Cong., 1st sess., year 1944, p. 649. 


2 Same, p. 648. 
® See table below (67.6 percent times $197,423). 


Source : Annual Reports of the Chief of Engineers, U. S. Army ; Waterborne Commerce of 
the United States, Calendar Year 1954, Department of the Army, Corps of Engineers, and 
H. Doc. No. 159, 79th Cong., 1st sess., year 1944. 
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Derivation of cost of operation and care of dam No. 26 on the Mississippi River 
between reservoirs at headwater and the mouth of the Missouri River, year 
1954 


Cubic foot 5-year Cost 
i. aoe ; average cost} Cost per af 
Dams in St. Louis district capacity : “ assigned to 
of locks of operation} cubic foot dam 26 


and care 











Note.—Capacity equals length times width times lift. 
Source: Annual report of the Chief of Engineers, U. S. Army. 


SCHEDULE V 


Computed annual cost of Federal aid to navigation on the Mississippi River from 
mouth of Missouri River to mouth of the Ohio River, year 1954 


1. Capital costs: 


2. Adjusted cost of new work, 1890 to 1939, inclusive *______ $28, 880, 666 
3 Plus cost of new work, 1940 to 1954, inclusive: 
4, Cost of existing project to June 30, 1954_ $81, 033, 639 
5 Less cost to June 30, 1939_...----__-_-_- 32, 946, 058 
—_——_—_—__— 48, 087, 581 
6. Total adjusted cost of new work, 1890 to 1954, in- 
clusive____-_ se eset iad aetna scarce ec taain einen eden 76, 968, 247 
7. Annual capital cost at G.B2 BerCenT 8 nn etc wueaesanne 8, 017, 155 
8. Maintenance, operation, and care, 5-year average_______---__- 1, 321, 634 





9. Total annual costs (line 7 plus line 8)__--_-_---_____- 4, 338, 789 


10. Traflic units: ? 


11. Freight tons____- pA mente thw nem te gone aR he eet 17, 663, 048 
12. Is INIT. «isk cic ciate eae meee ain wanes 2, 657, 751, 304 
13. Federal aid: 

14. Per ton (line 9 divided By 6 31) + cscs cmnintinsnnanaen $0. 246 
15. Per ton-miles (line 9 divided by line 12)___-__________ 3 $0. 00163 


1H. Doe. No. 159, 79th Cong., Ist sess., year 1944, p. 651. 
2 Passenger traffic excluded. 


Source: Annual Reports of the Chief of Engineers, U. 8S. Army; Waterborne Commerce 
of the United States, Calendar Year 1954, Department of the Army, Corps of Engineers. 


SCHEDULE VI 


Computed annual cost of Federal aid to navigation on the Mississippi River from 
mouth of Ohio River to New Orleans, La., year 1954 


1. Capital costs: 

2. Adjusted cost of new work 1890 to 1954, inclusive: 

8. By Mississippi River Commission: 

4, Years 1890 to 1939, inclusive *____ $87, 238, 802 
5. Years 1940 to 1954, inclusive_____ 82, 967, 298 


—— $170, 206, 100 
sy New Orleans district Army engineers: 
Years 1890 to 1954, inclusive__........_.._____ 321, 764 


aS 






Total adjusted cost of new work_________ ea 170, 527, 864 


. Doc. No. 159, T9th Cong., 1st sess., year 1944, p. 654. 
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Computed annual cost of Federal aid to navigation on the Mississippi River from 
mouth of Ohio River to New Orleans, La., year 1954—Continued 


Annual capital cost at 3.92 percent ; $6, 584, 692 
. Maintenance, operation, and care, 5-year average: 

Mississippi River Commission $5, 002, 575 

New Orleans district Army engineers 


Total maintenance, operation and care 5, 407, 407 
Total annual costs (line 9 plus line 13 12, 092, 099 
15. Traffic units: ? 
16. Freight ton-miles : 15, 759, 299, 930 
17. Federal aid: 
18. Per ton-mile (line 14 divided by line 16) ; $0. 00077 


2 Tonnage on this section of the river is reported separately by 2 districts and contains 
inseparable duplications, therefore is not included herein. 


Source: Annual reports of the Chief of Engineers, U. S. Army. 
SCHEDULE VII 


Computed annual cost of l'ederal aid to navigation on the Illinois River, 
year 1954 
. Capital costs: 
Adjusted Federal cost of new work to June 30, 1939? $34, 225, 017 
Add cost of new work to June 30, 1954____ $31, 600, 234 
Less cost to June 30, 1939 26, 442, 862 


Cost of new work 1940—54, inclusive 5, 157, 372 
Allocation from dam No. 26, Mississippi River * 10, 324, 480 


Adjusted Federal cost of new work to June 30, 1954_. 49, 706, 869 


Annual capital cost at 3.92 percent 1, 948, 509 
Maintenance, operation, and care, 5-year average: 

Duos Miver............ D eadesacaa ea tse etestal aa ohad awe Oh, 610, 284 

Allotment from dam No. 26, Mississippi River *- 133, 458 


Total maintenance, operation and care 1, 846, 702 


Total annual costs (line 8 plus line 12) 3, 795, 211 


Traffic units: 
ree, (CONNIE Se. 2 okt Me Ti ee) ere yet ls 15, 354, 052 
g ES ON Reso <a ete cae > ees snaeeilabace ais Si 2, 838, 258, 168 
. Federal aid: 
Per ton (line 13 divided by line 15)__-_._-----~- hese ete ln bi $0. 247 
Per ton-mile (line 13 divided by line 16) 0. 00134 
1Includes only Federal expenditures on Illinois River from Grafton to Lockport. 
2H. Doc. No. 159, 79th Cong., Ist sess., year 1944, p. 668. 
® See schedule IV, a annual cost of Federal aid to navigation on the Mississippi 
River from reservoirs at headwaters to mouth of the Missouri River, year 1954. 


*See schedule IV, duration of cost of operation and care of dam No. 26 on the Mississippi 
River between reservoirs at headwater and the mouth of the Missouri River, year 1954. 


Source: Annual reports of the Chief of Engineers, U. S. Army, H. Doc. No. 159, 79th 
Cong., 1st sess., year 1944; Waterborne Commerce of the United States, Calendar Year 
1954, Department of the Army, Corps of Engineers. 


SCHEDULE VIII 
Computed annual cost of Federal aid to navigation on the Ohio River, year 1954 


1. Capital costs: 
a Reported total cost of locks and dams__________ $122, 356, 523 
3. Additions: 
Examinations, surveys, ete sadn pedaatadagesens 2 966, 232 
Gallipolis Dam (Kanawha River project). ____- 9, 696, 919 


Subtotal 
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Computed annual cost of Federal aid to navigation on the Ohio River, 


year 1954—Continued 
Deductions: 


Dams No. 1 to 6, inclusive $6, 266, 485 


Replaced dam No. 41 
Dams No. 24, 25, and 26 


312, 894 
4, 419, 988 


Allocations to tributaries (sheet 2 of 5). 11, 909, 053 
$22, 908, 370 


Total deductions 


‘ Total cost locks and dams 
. Open-channel work: 


Appropriations to date $49, 511, 868 
Appropriations over 65 years $3, 878, 962 
7 


Percentage of appropriations over 65 years_ 


. 834 


New work to date $15, 962, 260 


New work over 65 years (line 17 multiplied 
by line 18) 


Total open-channel works 1890-1954, in- 
clusive (line 18 minus line 19) 


Total capital outlay useful to navigation 
(line 13 plus line 20) 
. Annual capital cost at 3.92 percent 
. Maintenance, operation, and care, 5-year average: 
Gallipolis Dam (sheet 3 of 5) 
Less allocation to tributaries (sheet 3 of 5)-- 


All other locks and dams 
Less allocation to tributaries (sheet 3 of 5)- 


Open-channel work 


Total maintenance, operation, and care 
Total annual costs (line 22 plus line 29) 


81. Traffic units: 

32. Freight tons 

83. Freight ton-miles 

34. Federal aid: 

35. Per ton (line 30 divided by line 32) 

36. Per ton-mile (line 30 divided by line 33) 


$1, 250, 483 


110, 111, 304 


14, 711, 777 


124, 823, 081 
4, 893, 065 


75, 028 


6, 211, 866 
870, 070 


7, 156, 964 


12, 050, 029 


>, 076, 677 


11, 556, 889, 197 


$0. 219 
$0. 00104 


Source: Annual reports of the Chief of Engineers, U. 8S. Army; Waterborne Commerce 
of the United States, Calendar Year 1954, Department of the Army, Corps of Engineers; 


and H. Doc. No. 159, 79th Cong., 1st sess., year 1944. 


Allocation of capital cost of selected dams on the Ohio River to tributaries, 


year 1954 


Reported 
capital costs Tributary 


Monongahela 
Allegheny 
Muskingum 


Gallipolis 2 
Total amount allocated 


Percentage 
allocated ! 


_ = 


SRSe2rwwr, Nz 
SSSSrsR=2SSBR 


1 Based on miles of equivalent 9-foot channel provided in each waterway. 


2 Reported under Kanawha River project. 


Source: Annual reports of the Chief of Engineers, U. S. Ariny; H. Doc. No. 159, 79th Cong., Ist seas., 


year 1944. 
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Derivation of cost of operation and care of Gallipolis lock and dam, Kanawha 
River project, year 1954 


1. Cost of operation and care of all locks and dams on Kanawha 

project: 
, Average 1937-40, inclusive $175, 244 
E Average 1950-54, inclusive $342, 135 
. Percent 1950-54 average of 1937-40 average 195. 2¢ 
». Cost of operation and care of Gallipolis Dam, average 1937-40 $63, 438 
3. Estimated cost of operation and care of Gallipolis Dam, average 


1950-54 (line 4 multiplied by line 5) $123, 850 


Source: Annual reports of the Chief of Engineers, U. §S. Army; H. Doc. No. 159, 79th 
Cong., Ist sess., year 1944, 


Allocation of estimated cost of operation and care of locks and dams on the Ohio 
River to tributaries, year 1954 


| Estimated 
cost 


Percentage Amount 


»: } 
Dam allocated | allocated 


Tributary 





| esne yao |f Monongahela. . 46. 47 $187. 478 
al $403, 438 | Alleghs ny : 27. 80 | 112, 156 
i. BB. caitiss: aed etal ? = | 137, 366 | Muskingum .| 0. 20 | 1, 236 
lla lana - Little Kanawha 1.51 | 3, 408 
No. 29 3 23, 941 | Big Sandy | 2.35 | 2,913 
No. 41 447, 52 Kentucky : 3. 022 
No. 48 206, 991 | Green 14 | 23. 059 
No. 50 110, 423 | Tradewater 2 | 518 
No. 52 140, 281 tpn erland_. cer 33. 3° », 756 


| 
| 
| 

: | iL Tennessee __- ; 25. 35, 996 
Gallipolis_. -_.-- 122,850 | Kanawha . aio 39. 42 | 48, $22 
| 


Emsworth 


Total__ 


ode pis 364 
Total excluding Gallipolis ___- 


8, 542 


Source: Annual reports of the Chief of Engineers, U.S. Army. H. Doc. 159, 79th Cone., 
1944, 


Derivation of the cost of operation and care of selected locks and dams on the 
Ohio River, year 1954 


1. Cost of operation and care of all locks and dams on the Ohio River: 1 
2. Average 1936 to 1940, inclusive Se dudated bencaa cewek aaa hc asec adesas cele alendsel 
3. Average 1950 to 1954, inclusive ee ee ee 6, 660, 408 
4. Percent 1950 to 1954 average of the 1936 to 1940 average 
5. Cost of operation and care of selected locks and dams: 
Percent, 1950-54 Estimated 
Average, 1936-40 average of | 1950-54 average 
| 1936-40 average |cost (col. 2Xcol. 3) 


(2) (3) (4) 


Emsworth. ._- tidied al St ani $155, 876 
No, 18 074 
No. 19 009 | 
No. 29 887 
No. 4l 2, 911 
No. 48 , 975 
No. 50 664 
No. 52 , 200 | 


$403, 438 
137, 366 
116, 492 
123, 941 
447, 528 
206, 991 
110, 423 
140, 281 


on 
“Ion Ge 
a oye ee 
DH & 


% Ge & ® 


on de I I ee 
th 


wm bo 


| piytwywpy 


| & 


ae a es 651, 596 |_...-. ee 1, 686, 460 
1 Excluding Gallipolis Dam reported under Kanawha River project. 


Source: Annual reports of the Chief of Engineers, U.S. Army. H. Doc. 159, 79th Cong., Ist sess., vear 
1944. 


70818—56—pt. 6——5 
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Basis of allocation of costs of Ohio River dame to tributaries 


| 





Tributary , 

Miles of |) ——=———-—-—-—-- -—-—- ---- ae Percentage 

Ohio River Dam a Miles of in both es 

Ohio Name a er a eibonee tributary 

channel 
ee —— ————EE 
Emsworth... ~nnpataneciel 6.2 | Monongahela. -----.-- 11.2 24.1 | 46. 47 
Allegheny...........-- OF bulii J ddes 27. 80 
a ST: sieciesiatsih nies dicnnipligmsteaieeads 12.4 | Muskingum___..----- «a 12.5 . 90 
Bld Bias Wenn csebdaebdatobiil 12.3 | Little Kanawha___---- 1.6 13.9 11. 51 
Util hivinnencnemetpaninnitaiiedamicuis 8.3 | Big Sandy....--.-....-.. 2 8.5 2. 35 
es piinemaen 2 T | PD cnn cnanenses 2.7 75.4 3. 58 
DOR psnqunteelnipantniteninn tind ee ee nine 4.0 35. 9 11.14 
PFI 2c ccukeilgapibebt aieeminke 31.8 | Tradewater--.........- 3.0 34.8 8. 62 
BOO. «=scntinonshmineinamae 36.8 | Cumberland. .-.....-..- 29. 1 } 87.3 33. 33 
Es idmtccnknwun 22. 4 25. 66 
NS tie ceccantcctnecsles 47.8 | Kanawha-.-.--. 31.1 78.9 39. 42 
| 








Source: H. Doc. 159, 79th Cong., 1st sess., year 1955, p. 673. 
APPENDIX A. DESCRIPTION OF METHODS 


The objective of this study is to develop a reasonable estimate of the annual 
cost of Federal aid to navigation on certain inland waterways, evaluated in terms 
of the volume of traffic using each waterway. 

The costs which have been determined for each of the selected waterways do 
not represent the full cost of Federal aid attributable to navigation, but rather, 
only that portion of Federal expenditures for waterway improvement which can 
be readily ascertained and reasonably assigned to navigation. Limitations of 
available data preclude a more accurate ascertainment of such costs. No ac- 
counting has been made herein for aid from governmental agencies such as Coast 
Guard and Weather Bureau. 

Among the Federal agencies which publish expenditure records on an individ- 
ual project basis, the Corps of Engineers of the United States Army is of primary 
importance since most waterway improvements have been provided by them. 
The corps’ records must necessarily be supplemented by those of the Tennessee 
Valley Authority in determining costs pertaining to the Tennessee River. In 
addition to expenditures, the annual report of the Chief of Engineers includes 
complete statistics of traffic volume on all inland waterways. 

One of the most comprehensive studies ever made of Federal aid to domestic 
waterways is embodied in a report of the Board of Investigation and Research 
entitled “Public Aids to Domestic Transportation.” That report hereinafter is 
referred to as the BIR study, and was published in September 1944 as House 
Document No. 159, 79th Congress, Ist session. As far as was practicable, the 
methods used and figures shown in that document were incorporated into this 
study. 

The method prescribed in the BIR study consisted of the following basic steps: 

1. Computation of a total capital cost of improvements useful to naviga- 
tion in the year under study. 

2. Amortization of such cost over a 50-year period allowing for interest 
of 3.5 percent on unamortized investment, and using a sinking-fund method 
to determine annual charges. 

3. Computation of a 5-year average cost of maintenance predicated on the 
assumption that any one year’s maintenance would be of benefit to naviga- 
tion for an average of 5 subsequent years. 

4. Evaluation of annual capital and maintenance costs in terms of traffic 
volume. 

For most waterways the capital cost of improvements was computed from 
the “Cost and financial summaries” in the annual reports of the Chief of Engi- 
neers, United States Army, which are reported for fiscal years ending June 30. 
The corps reports show separately the expenditures for navigational purposes 
and expenditures for other than navigation except on multiple-purpose projects 
such as that on the lower Mississippi River. These summaries allow for ac- 
counts receivable and accounts payable without any allowance for interest and 
amortization on capital. Within each summary since 1922, the expenditures have 
been broken down between new work and maintenance, a separation not quite 
identical to but closely similar to the usual differentiation between an expendi- 
ture for capital facilities and one for ordinary maintenance. 












ge 
n 


| BSBSSxrSeess | 


BN ancien ia cap 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1089 


The cost shown for new work is cumulative from the first Federal improvement 
of each waterway unless there has been a complete revision of project, such as 
there was incident to the improvement of the Tennessee River. Thus certain 
adjustments were necessary to arrive at a cost for only those improvements 
useful to the year 1937 to which the BIR study pertains. The adjustments of 
the cost summaries were based on the following suppositions : * 

1. That the divisions of expenditures between new work and maintenance 
from 1872 to 1922 was in the same ratio as shown by the cumulative state- 
ment to June 30, 1922. 

2. That expenditures for new work on waterway improvements may be 
amortized over a 50-year period. 

8. That the interest rate applicable to long-term Federal investments may 
be taken as 3.5 percent. 

4. That all expenditures shown for rivers and harbors were of direct aid 
to transportation except that the costs reported for a few multiple-purpose 
projects are assigned only in part to navigation. These summary tabulations 
of Federal outlays officially designated as having been made for navigation 
may overstate the amounts of public aid to transportation, insofar as some 
costs may actually have been incurred, or relatively incidental benefits may 
have been conferred, for other purposes which cannot be segregated. 

5. That annual expenditures shown by the Army engineers for mainte- 
nance, a term which is used by them to cover all operating expenses, actually 
benefit traffic for 5 succeeding years and should be spread accordingly. 

Each of these suppositions were predicated on results of intensive investiga- 
tion and research. 

Cost of new work over 50 years of age, i. e., prior to 1890, was eliminated from 
the cumulative cost of new work to 1939 on the basis of appropriations. The 
formula used is as follows: 


____ Appropriations since 1889 Cumulated cost of Estimated cost 


Cumulated appropriations to 1989 new work to 1939 “of new work 
between 1889 


and 1939 


Any facilities less than 50 years old which were known to be obsolete, were 
also eliminated from the cumulative cost of new work. Data concerning the 
cost of such facilities were estimated from the published project records or sup- 
plied by the Army engineers in special communications. 

The cumulative cost of facilities useful to navigation in the year 1939 as deter- 
mined above, were then amortized at the rate of 4.2 percent, a rate which by 
the sinking-fund method allowed for interest of 3.5 percent on unamortized in- 
vestment and an amortization period of 50 years. This produced an annual 
charge for capital to which a charge for maintenance was added to produce the 
total cost of Federal aid for the year 1939. 

The annual maintenance charges were computed by averaging the mainte- 
nance costs reported for the years 1935 through 1939. The term “maintenance” 
includes repairs of structures, channel work to hold dimensions that have once 
been obtained, operating expenses at locks, and other recurrent expenditures. 
Most of the project reports separate maintenance costs for locks and dams and 
for open-channel work. As these costs vary considerably from year to year, 
as do the availability of funds for maintenance, the use of a 5-year average 
was considered appropriate. 

The traffic units incorporated therein were the ton and ton-mile units of freight 
carried on each waterway, as reported in the Chief of Engineers’ annual reports.’ 
In most cases the ton-units included all commodity traffic, ferry traffic, and pas- 
senger traffic. Costs were assigned to passenger traffic on a ton-mile equiva- 
lent basis, allowing for 4 passengers to the ton for regular passengers and 12 to 
the ton for ferry, recreational, and excursion passengers. All passenger traffic 





2H. Doce. No. 159, 79th Cong., Ist sess., year 1944, p. 334. 


*These statistics are reported for the calendar years only, while the cost data are for 
the fiscal years ending June 30. Because of that fact either of the two methods was 
feasible in Stennis unit costs: (1) Costs incurred between June 30 and December 31 
could be assigned to the traffic of the following year, or (2) costs from January 1 to June 


30 could be assigned to traffic of the preceding year. Under the first method traffic would 
get some benefits from improvements not yet charged while under the second traffic would 
be charged with some improvements not yet made. Unless either traffic costs varied 
greatly from qos to year, the use of either method would produce approximately the same 
unit costs. 

present study. 


he first method was used by the BIR and has been adopted for use in the 
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was excluded from the computations of unit costs on any waterway where that 
method would allocate to passenger a cost of less than 1 percent of the total cost. 

An exception to the above general method of cost determination was the method 
employed incident to the lower Mississippi River. The project on this waterway 

yas a multiple-purpose one and, for the most part, the available reports did not 
segregate expenditures between those for navigation and those for flood control, 
nor between new work and maintenance. The improvement of this waterway is 
chiefly under the jurisdiction of the Mississippi River Commission, and to a 
lesser extent under the Corps of Engineers. The Mississippi River Commission 
reported expenditures in considerably more detail than did the Engineers. As 
will be explained in greater detail in this study for that section of the Mis- 
sissippi, it was possible to determine with a fair degree of accuracy the expendi- 
tures for each type of facility provided and to assign a share to navigation. The 
rates of allocation of joint costs as employed in the BIR study represented 
the best judgment of waterway authorities. The description of work performed 
afforded a basis for allocations between expenditures for new work and for 
maintenance. 

The costs reported by the Chief of Engineers, United States Army, were segre- 
gated as to purpose and were additions to the costs incurred by the Mississippi 
River Commission. 

Study for the year 1954 

In making the present study of the cost of Federal aid to navigation for the 
year 1954, the same general methods, as discussed above, were used wherever 
feasible. Certain deviations from the BIR procedures were necessary due to 
limitations of available data and changes in the status of waterway projects. 
To facilitate the computations for 1954, the average useful life of capital im- 
provements was assumed to be 65 years instead of 50 as mentioned above. This 
assumption facilitated the determination of capital costs for waterways where 
the elimination of the cost of obsolete improvements was extremely arduous and 
time consuming. It also made possible more accurate cost determinations for 
waterways where published records had to be supplemented through special com- 
munications. It was necessary only to add the cost of new work since 1939 to 
the cost for that year, as shown in the BIR study, to arrive at a total capital cost 
for 1954. ‘There is adequate premise for this assumed 65-year life. The Fed- 
eral Coordinator of Transportation used a weighted average of 80 years;* and 
the water resources committee of the National Resources Planning Roard recom- 
mended a 60-year maximum period for the evaluation of water projects.‘ 

Using a sinking-fund method, amortization of the investment over a 65-year 
period allowing for interest at 3.5 percent on the unamortized portion produces 
an annual charge of 3.92 percent. 

Other departures from the BIR method will be explained in the following 
analysis of each of the selected waterways. 


MISSOURI RIVER (SCHEDULE II) 


For improvement purposes, the Missouri River is divided into three sections: 
(1) Kansas City to mouth, (2) Kansas City to Sioux City, (3) Sioux City to 
Fort Benton, including the Fort Peck Dam project. No costs of the Sioux City 
to Fort Benton, including the Fort Peck Dam project, are included in this study. 
The extent that the Fort Peck Dam project contributes aid to navigation is 
not measurable, and it is even questionable that it contributes any. Channel 
work from Sioux City, while offering potential benefits to navigation, has not 
been utilized to date. Traffic in the year 1954 represented only 58,953 tons, 
including Government materials, and represented only 203,311 ton-miles. Any 
attempt at this time to assign its cost to navigation would seemingly distort the 
propriety of this study. 

The improvement programs on the two lower sections of the river, as reported 
by the Army engineers, have been officially designated as being for navigation 
and are separate from the flood-control projects. All improvements for navi- 
gational purposes are less than 65 years old. Computations for each section will 
be considered separately. 

Kansas City to mouth of River.—The “Cost and financial summary” in the 
Chief of Engineers annual report shows the cost of new work to June 30, 1954, 
to be $95,904,732. None of the facilities, the cost of which is included in that 


® Public Aids to Transportation (1939), vol. 3, p. 28. 
“H. Doc. 142, 77th Cong., Ist sess. (1941), p. 382. 
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that 
cost. figure, was obsolete or older than 65 years. Amortization of that cost at 3.92 
thod percent produces an annual charge for capital of $3.759,465. Maintenance costs 
way reported for the years 1950-54, inclusive, varied from $2,041,509 in 1951 to 
| not $3,658,565 in 1954 with a 5-year average of $2,898,664. Addition of that average 
trol, maintenance to the annual capital charge produces a total annual cost of 
iy is $6,658,129 on this section of the Missouri for the year 1954. 
to a Traffic handled during the calendar year 1954 amounted to 1,254,155 tons 
sion and 116,013,950 ton-miles. Dividing the $6,658,129 annual cost by the tons 
As produces a cost of Federal aid amounting to $5.347 per ton. Substituting the 
Mis- ton-miles for tons, the unit cost becomes 5.74 cents per ton-mile. 
ndi- Kansas City to Sioux City—For this section of the Missouri River the total 
The cost of new work for navigational purposes to June 30, 1954, was reported to be 
nted $114,209,461. When amortized at the rate of 3.92 percent, the annual capital 
med charge is $4,477,011. During the 5-year period 1950 to 1954, maintenance costs 
for ranged from $3,111,640 in 1951 to $6,136,140 in 1953, and the 5-year average 
amounted to $4,032,084. Adding the maintenance cost to the capital charge pro- 
gre duces a total annual cost of $8,509,095. Including Government traffic there were 
ippi 1,479,499 tons and 31,308,047 ton-miles carried on this section of the river in 
1954. Evaluating the 1954 annual cost in terms of the traffic handled produces 
costs of $5.751 per ton and 27.18 cents per ton-mile. 

Federal improvement of these two sections of the Missouri River from the 
the standpoint of traffic handled, is by far the most costly of any of the waterway 
ever projects under study herein. 

e to 

2cts. TENNESSEE RIVER (SCHEDULE III) 

rhis All Federal improvements made for navigation on the Tennessee River prior 
here to 1925 were either flooded out or removed with the construction of dams now 
and included in the present river development. Improvements made by the Army 
for prior to 1933 became obsolete after the inception of the Tennessee Valley Au- 
om- thority program, with the exception of three locks and dams now incorporated 
Y to into the new project. Of these exceptions, Wilson dam and locks and the locks 
cost at Hales Bar were transferred to the Authority. Hales Bar dam was built by 
Ved- the Tennessee Electric & Power Co. and sold to the Authority. Since the in- 
and ception of the Authority, all dams and locks have been financed by it except the 
om- locks built by the Army at General Joe Wheeler Dam. 

In accounting for the cost of capital improvements, it was necessary to make 
year certain adjustments to costs reported by the authority and by the Army engi- 
ces neers. Wilson Dam, with its locks was built by the Army engineers at a total 

cost of $46,973,540. It was transferred to the Authority in 1933 and the Authority 
ving 4 recorded it on their books at $36,329,049 representing its reproduction cost new 
in 1933.° The amount written off ($10,644,491) was actually an expenditure 
of Federal funds and a portion should be included in computing cost of Federal 
aid to navigation. The percentage for the allocation of multiple-use facilities 
to navigation was 27 percent. Thus, $2,874,013 or 27 percent of the amount 
ms: written off was charged to navigation for including in this study. The cost to 
y to the Army engineers for the construction of the locks at Wheeler Dam was the 
City basis for its valuation in the Authority’s books. However, as its cost of $1,- 
dy. 96,295 was also included in the corps’ reported cost of new work, it was neces- 
n is sary to eliminate it therefrom. Dam and lock No. 1, built by the Corps of Engi- 
nnel neers under a previous project, was not transferred to the Authority, nor was 
not its cost of $989,215 included in the corps’ reported cost of new work, therefore, 
ons, its cost has been added to the cost of new work as shown. As will be explained 
Any in more detail under the Ohio River Study, dam No. 52 on the Ohio River pro- 
the vides 22.4 miles of equivalent 9-foot channel on the Tennessee. On the basis 
of the miles of equivalent 9-foot channel provided in each, 25.66 percent of its 
rted cost, or $1,144,811 was allocated to the Tennessee. 
tion The TVA reported the cost of the navigational facilities on the Tennessee 
avi- River to be $157,985,788 to the year 1954. That figure includes $46,183,105 repre- 
will senting the cost of facilities that are of a direct aid to navigation and $111,- 
802,683 allocated to navigation, i. e., 27 percent of the cost of the multiple-use 
the facilities. That allocation is based on the principle of “alternative justifiable 
954, ein elapiccaien 
that 5 Tennessee Valley Annual Report, 1941, p. 56: “The authorities’ engineers found that 





the cost of reproduction cost new in 1933 was $36,329,049 * * * and that accrued depre- 
ciation was $5,029,049. The value thus determined forms the basis of the authorities’ 
accounting for this dam.” 
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expenditure.” Briefly, it involves a distribution of common costs to navigation, 
flood control, and power production in proportion to the costs of achieving each 
by means of single-purpose systems. 

The Corps of Engineers reported cost of new work of $2,244,236, when ad- 
justed for the cost of the lock at Wheeler Dam, becomes $447,941. This cost 
plus that reported by the TVA, after the above-mentioned adjustments produces 
a total capital outlay of Federal funds for navigation on the Tennessee River 
in the amount of $163,441,768. Amortization at the rate of 3.92 percent produces 
an annual capital charge of $6,406,917. 

Maintenance and operation expenses charged to navigation by the TVA in the 
5-year period 1950 to 1954 averaged $1,335,307, after the exclusion of all charges 
for depreciation. That figure represents costs directly assigned and costs allo- 
eated to navigation by the authority. The Corps of Engineers, whose chief 
function on this waterway is to maintain the channel and to maintain and 
operate the locks at each dam, reported costs which averaged $664,850 per annum 
during the same period. To these amounts there should be added $35,996 
representing a share of the estimated average cost of maintenance of dam No. 52. 
Total annual maintenance costs of $2,036,153 plus the annual capital charge 
produces a total cost of $8,443,070 to be charged to the traffic handled on the 
Tennessee River in the year 1954. 

Traffic of 8,532,238 tons and 1,239,628,696 ton-miles, both including additions 
for car-ferry traffic, were used to compute the unit costs of $0.990 per ton and 
$0.681 cents per ton-mile for Federal aid to navigation on the Tennessee River for 
the year 1954. 

MISSISSIPPI RIVER (SCHEDULES IV, V, AND VI) 


For the purpose of this study, costs on the Mississippi River were computed 
separately for each of the three sections: (1) Reservoirs at headwaters to 
mouth of the Missouri; (2) mouth of the Missouri to the mouth of the Ohio; 
and (3) mouth of the Ohio to New Orleans, La. 

Reservoirs at headwaters to mouth of Missouri—The reservoirs at the head- 
waters are considered to be of direct benefit to navigation on the upper Missis- 
sippi as they were built to augment the dry-season flow between St. Anthony 
Falls and Lake Pepin, 52 miles below St. Paul, Minn. Between Minneapolis and 
Alton, the present project for locks and dams is entirely different from the original 
open-channel project. The adjusted cost of new work of $152,689,658, as shown 
in the BIR study for this section of the river, included $17,700,000 of the cost 
under the original project, which amount the Chief of Engineers estimated was 
still useful to navigation in the year 1939. 

As reported by the Corps of Engineers, the cost of new work since 1939 
amounted to $31,417,348 which amount was added to the aforementioned cost 
to 1939 to arrive at a total cost since 1888 of $185,293,453. However, included 
in that amount is the cost of construction of the Henry T. Rainey Dam, which 
is located at Alton, Ill. This dam provides 80.2 miles of slackwater in the 
Illincis River as well as 38.5 miles in the Mississippi. Adopting the same pro- 
cedure as was used in the BIR study, a portion of the cost of construction was 
assigned to the Illinois River on the basis of miles of equivalent 9-foot channel 
provided in each stream. Of the reported cost of $15,272,900, 67.6 percent or 
$10,324,480 was allocated to the Illinois. After such assignment, the cost of 
facilities useful to navigation in 1952 amounts to $174,968,973. Annual capital 
charges at 3.92 percent amount to $6,858,784. The 5-year average maintenance 
charges were computed as follows: Reservoirs at headwaters, $86,002; Minne- 
apolis to mouth of Missouri, $3,916,133; and total, $4,002,135. All before any 
allocation to the Illinois. As reported costs of maintenance are not allocated 
to individual dams, that applicable to the Henry T. Rainey Dam had to be 
approximated. For use in the BIR study, such information was furnished by 
the Corps of Engineers by special request. The Henry T, Rainey Dam is 1 of 
3 under the jurisdiction of the St. Louis district engineers. Recurrent annual 
expenditures, as reported, are separated between “maintenance,” a term used to 
include costs incurred in connection with channel work, and “operation and 
care,” used to include costs incurred in connection with the dams and locks. 
An analysis of work performed under the category of operation and care re- 
vealed that most of the work was in connection with painting, repairing, and 
operating the lock. It then seemed feasible to assign the costs, as reported, to 
individual dams on the basis of the relative size of their locks. From informa- 
tion available, cubic capacity seemed to be the best indicator of size. Proration 
of the cost of operation and care of dams reported by the St. Louis district, to 
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the 3 dams to the basis of their relative size, effected a 5-year average cost of 
operation and care for the Henry T. Rainey Dam of $197,423, or about 60 percent 
of the average for the district. An amount of $133,458, or 67.6 percent of this 
cost, was assigned to the Illinois River. After that adjustment, maintenance, 
including operation and care, of $3,868,677 when added to the annual charge for 
capital produces a total annual cost of $10,727,461 to be charged to the traffic 
for the year 1954. 

Traffic on this section of the river consisted of 16,295,544 tons and 2,946,985,788 
ton-miles. The unit costs were calculated to be $0.658 per ton and 0.364 cents 
per ton-mile for Federal aid in the year 1954. 

Mouth of the Missouri to the mouth of the Ohio.—This section of the river 
presented no special problems. The subtraction of the cost of new work to June 
30, 1939, from the cost to June 30, 1954, produced a cost of $48,087,581 which 
was added to the adjusted cost of $28,880,666 shown in the BIR study to produce 
a total cost of new work between the years 1889 and 1954, of $76,968,247. Amor- 
tizing this at 3.92 percent results in an annual charge of $3,017,155. After the 
addition of the 5-year average maintenance of $1,321,634, the total annual cost 
becomes $4,338,789. 

Freight traffic was reported to be 17,663,048 tons and 2,657,751,304 ton-miles 
for the year 1954. Federal aid for navigation was computed as 24.6 cents per 
ton or 0.163 cents per ton-mile. 

Mouth of the Ohio to New Orleans, La.—This section, previously referred to 
as the lower Mississippi, is unique in that projects are not segregated between 
navigation and flood control. As aforementioned, improvements are chiefly 
provided by the Mississippi River Commission, and to a lesser extent by the 
Corps of Engineers. Most of the costs incurred by the Army engineers were 
charged to navigation. Improvements made by the Commission are of benefit 
to flood control as well as navigation. The costs, after analysis of each item, 
could reasonably be apportioned to navigation and flood control. The following 
percentages were used in the BIR study, and were adopted for this study: 


Percent 


Navigation 


Flood 
control 


New work | Maintenance 
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General dredging was charged entirely to navigation, separations being made 
between new work and maintenance on basis of the description of the project, 
Beginning with the year 1944, the Mississippi Commission consolidated all 
types of dredging. For purposes of the present study, the charges were divided 
equally between navigation and flood control, on basis of experience developed 
for prior years. 

Additional costs of new work since 1939 were computed to be $83,289,062, 
including $321,764 incurred by the Army. Adding this to $87,238,802 shown 
in the BIR study produces a total Federal outlay for navigation amounting to 
$170,527,864 between 1889 and 1954. The annual charge for capital was com- 
puted to be $6,684,692. 

Five-year average maintenance was determined to be $5,407,407, of which 
$5,002,575 was incurred by the Mississippi River Commission and $404,832 by 
the Army engineers. The total annual charge for the year 1954 was $12,092,099. 

Traffic statistics for this waterway are reported in two sections. Reported 
tonnage contains inseparable duplications. Therefore, any assignment of cost 
to the ton-units would be meaningless and has been eliminated. Total traffic 
for this section in 1954 was 15,759,299,930 ton-miles. Assignment of the above 
annual cost to this 1954 traffic resulted in a cost of 0.077 cent per ton-mile. 
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ILLINOIS WATERWAY (SCHEDULE VII) 


Improvement of the Illinois waterway has been financed jointly by the Chi- 
cago Sanitary District, the State of Illinois, and the United States. As this 
study was designed to include only Federal expenditures, no costs of improve- 
ments by either the Sanitary District or the State of Illinois have been included. 

The Army’s engineers’ project now includes the full 291 miles of the Illinois River 
from Grafton to Lockport. The BIR study showed the Federal outlay for im- 
provements between the years 1889 and 1939 to be $34,225,017. The expenditures 
between 1939 and 1954 were computed at $5,157,372, which when added to the 
BIR study figure and an amount of $10,324,480 allotted from the Mississippi 
producers a 65-year cost of $49,706,869. This, when amortized, produces an 
annual capital charge of $1,948,509. 

Average annual maintenance for the years 1950-54 was $1,713,244 for the 
Illinois River project which added to $133,458 allotted from the Henry T. 
Rainey Dam produces a total of $1,846,702. ‘Total charges for the year, including 
the capital charge, were computed as $3,795,211. 

Traffic from the mouth of the Illinois River at Grafton, Ill., to Lockport, 
Ill., was reported to be 15,354,052 tons and 2,838,258,168 ton-miles. Federal 
aid for 1954 amounted to 24.7 cents per ton or 0.134 cent per ton-mile on this 
waterway. 

OHIO RIVER (SCHEDULE VIII) 


Federal improvements on the Ohio River are provided for under two projects: 
one for construction and operation of dams and locks and the other for 
open-channel work. No expenditures for flood control or hydroelectric develop- 
ment were included in the reports for either project. Cost of open-channel 
work was determined by the elimination of the cost of new work over 65 years 
old from the cumulative cost of new work to June 30, 1954. Cost of new 
work over 65 years was approximated on the basis of appropriations, as mentioned 
above. 

The cost of construction of the locks and dams on the Ohio River are 
reported for each dam in the corps’ report. However, certain dams provide 
navigational benefits by way of improved channels in the tributaries uf the 
Ohio. This necessitated an assignment of a portion of the cost of construction 
and the cost of maintenance of each dam to the tributary served. Again the 
BIR study showed assignment on the basis of miles of equivalent 9-foot 
channel provided in each. The corps reported the total cost of the locks 
and dams to be $122,356,523 to which was added the additional cost of 
examinations and surveys, and the cost of Gallipolis Dam which is below the 
mouth of the Kanawha River. The total additional cost amounted to $10,663,151 
including the cost of Gallipolis Dam reported under the Kanawha River project 
to be $9,696,919. Thus the total cost of locks and dams before adjustment 
was determined to be $133,019,674. Included in that figure are the costs of 
dams Nos. 1 to 6 inclusive ($6,266,485), dam No. 41 ($312,894), and dams Nos. 
24, 25, and 26 ($4,419,988) all of which have been replaced by dams now in 
operation. An additional amount of $11,909,053 was determined to be assignable 
to the tributaries. Taking into account these adjustments, the cost of dams 
and locks becomes $110,111,304. Total capital outlay, including open-channel! 
work, was computed as $124,823,081 of which $4,893,065 is chargeable to 1954 
traffic. 

As maintenance costs are not reported by individual dams, it was necessary 
to estimate the amount applicable to dams serving the tributaries. For the 
BIR study that information was furnished by the corps through special letter. 
In the ahsence of a more accurate method, the 1954 costs were determined by 
projecting the 1940 costs as shown, to the vear 1954 on the basis of the increase 
in maintenance costs for all locks and dams on the Ohio River. Costs pertaining 
to Gallipolis Dam were determined in the same manner. Allocations to 
tribntaries were made at the same rates as in the BIR study. Total main- 
tensnee locks and dams, after allocation to tributaries, was determined to be 
$6.224.894 and maintenance of open channel to be $870,070, making a grand total 
of $7,156.964. 

Combining the canital cost and maintenance results in a total cost of $112,050,- 
029. Waterhorne traffic for 1954 consisted of a total of 55,076,677 tons, which 
produced 11,556,889,.197 ton-miles. Charging this traffic with the above cost 
resnits in a unit cost of 21.9 cents per ton or 0.104 cent per ton-mile. 


Mr. Jonrs. Mr. Robert Mitten, a representative of the Tllinois Cen- 
tral Railroad. 
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i- 

is Mr. Mrrren. May I proceed, sir? 

e- Mr. Jones. Yes, indeed. We are glad to have you, Mr. Mitten. 

- Mr. Mirren. My name is Robert Mitten. I am employed by the 

“a j Illinois Central Railroad Co. as an attorney with headquarters at 135 

S East 11th Place, Chicago 5, Il. It was my understanding—and that 

e is what I was prepared to testify to—that you gentlemen are soliciting 

e the views of the public on the question of imposition of tolls for the 
commerce ial use of inland waterways as recommended by the Hoover 

e Commission report, and I intend to confine my remarks to that point. 

. j I make that observation because there have been some questions asked 

e j here that go beyond what I am prepared to speak on, sir. 

t, q Briefly, we feel that there should be imposed upon the commercial 

il ; users of the inland waterways reasonable user charges sufficient to 

Ss amortize the costs advanced by the Government for constructing, op- 
: erating, and maintaining the otherwise free rights of way utilized by 

such users. The railroad industry, an industry composed of substan- 

3 | tial taxpayers that has demonstrated itself to be essential to the na- 

. tional defense and to the economy of the country, objects to what it 

1 ; feels is an unnecessary Government subsidy in favor of users of the 

's inland waterways and urges that equality of competitive conditions 

v be maintained in all branches of the transportation field. 

d In our opinion there is no sound reason for recognizing, as Congress 

. has, the validity of the principle of user charges in the case of the St. 

e Lawrence seaway and at the same time continue to maintain a toll-free 

e : policy with respect to inland waterways. 

. Mr. Jones. Are you familiar with the reports that accompanied the 

. St. Lawrence seaway ¢ 

'S Mr. Mirren. Yes. AndasI recall it you gentlemen said something 

f . to this effect: that this was not to be considered as establishing a 

: precedent, if that is what you mean, sir. Yes, sir. 

t Mr. Jones. On the discussion of tolls. 

t Mr. Mirren. You are absolutely right, sir. That is right, sir. 

f The Hoover Commission in commenting on the subject says: 

. This Commission considers the most important of the task-force recommenda- 

e tions as to navigation is that a user charge be imposed upon shippers over inland 

8 waterways. Today the nature of traffic over the inland waterways has shifted 

T to bulk traffic such as oil, coal, and ore. Also, there has developed a traffic on 

4 large pleasure craft mostly on inland canals for the benefit of a minor number 


of persons. 

Vv At present the Government maintains these waterways free of charges at 
e great annual expense. 

°. The principle of tolls was established for inland canals early in our history. 
Vv ; The Government imposes a toll for the Panama Canal and the legislation which 
authorized the improvement of the St. Lawrence, adopted by Congress in 1954, 
g makes it mandatory that tolls be collected sufficient to fully reimburse the Goy- 
0 ernment for costs incurred in the construction, maintenance, and operation of 
- the project. There is no distinguishing fact, theory, or principle to support user 


e ; charges for the Panama Canal and on the St. Lawrence seaway, which does not 
1 equally support user charges for inland waterways. 


Aside from relieving the taxpayers of the country of the cost of providing 
if special privileges mostly to large shippers of bulk commodities and to large-size 
\ ‘4 pleasure craft, such a charge even of small dimensions would quickly demonstrate 
t ra which waterways have now become an obsolete service and thus indicate those 
where the cost of maintenance and operation could be eliminated. 
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The imposition of a user charge would cause those who favor inland 
waterway projects, because of personal benefits that will accrue to them 
as users, to subject them to the same economic tests they would follow 
in making a capital investment of their own money and not to view the 
same from the standpoint of one who has everything to gain and only 
his small contribution in taxes to lose. The advocates of such govern- 
mental expenditures should be asked to answer one simple question— 
Would you be willing to acknowledge the economic soundness of Gov- 
ernment subsidized competition to your industry? Most of the im- 
portant industries that stand to reap some personal benefit from such 
use of Federal tax money, including the taxes derived from the rail- 
roads and from nonbenefiting inland industry, have professed to favor 
the preservation of the free enterprise system which in our opinion 
certainly includes both the right and obligation to pay one’s own way. 
It is our position that it is not possible to be a part-time subscriber to 
the free enterprise philosophy. You cannot be for it except when 
there are personal advantages to be gained by reaping benefits from the 
Government subsidy. 

The following remarks of the Board of Investigation and Research, 
in its report (H. Doc. 159, 79th Cong., 1st sess.) in Public Aids to 
Domestic Transportation appear particularly appropriate: 

It must be added that, in view of the predominant use of many improved 
waterways by a few private contract carriers serving principally certain large 
industrial concerns, it cannot properly be assumed that the benefits are broadly 


enough diffused so as to make it a matter of indifference whether the costs of 
waterway improvements are borne by users or taxpayers. 


After all, the cost of transportation is generally regarded as a part 
of the cost of industry to be paid for by the purchasers of its products 


we not something to be paid for by taxpayers gaining no benefit there- 
rom. 


There cannot be any real economic saving from the mere shifting of 
transportation costs from a limited number of users to the general 
taxpayers. The advantages to be gained by imposition of tolls are 
well stated in the report of the Section of Research, Federal Coor- 
dinator of Transportation, on Public Aids to Transportation (vol. 
ITT, p. 121): 


The charging of tolls would (1) contribute to placing the several forms of 
transportation on more nearly equal competitive terms, lay the basis for a more 
effective cooperation of the different forms of transportation in the public 
interest, and lessen the trade dislocations that result from the competition of 
shippers who pay rates based on a complete line of costs with those who pay rates 
based on costs borne in part by the general taxpayer; (2) promote adequate con- 
trol and a rational planning of future waterway improvements; and (3) toa 
minor extent contribute to the Public Treasury funds needed for the general 
purposes of government. 

Each of these reasons is a sound one. Private capital cannot, in the long run, 
compete with public capital; aid which one form of transportation receives and a 
competitive agency does not tends to render the facilities and services of the 
latter less and less responsive to the needs of the public. Cooperation of agencies 
using different media of transportation can accomplish much; at present, com- 
petitive conditions are becoming more and more chaotic and rate structures in- 
creasingly disorganized. Trade dislocations caused by the competition of shippers 
who use publicly provided facilities without direct cost are, other things being 
equal, economically wasteful in that they result from a shifting of costs to the 
public and not from superior efficiency. There is evidence that such dislocations 
will become increasingly numerous. 


Incidentally, if any savings in transportation costs are realized, as 
alleged by the proponents of waterway projects, it seems only fair 





enh ach SC a Ot A ORS wt RG A eRe EEN SLL AS Es i aie 









il- 
or 


red 


ily 
of 


rt 


ore 
lic 

of 
tes 
on- 
»a 
ral 


un, 


the 
‘ies 
ym- 
in- 
ers 
ing 
the 
ns 


ur 







| 
| 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1097 


to us that the users of the waterways should reimburse the Govern- 
ment for the cost of providing the facilities which make those savings 
possible. For example, if the benefit-to-cost ratio on the Mississippi is 
3.17 to 1 the river shipper saving $3.17 at a cost of $1 to the Federal 
Government should certainly be willing to return to the Government 
the tax money of the railroads, inland shippers and other taxpayers 
used to defray that $1 in cost and be content with a net saving of $2.17. 

We are not here dealing with an essential industry in its infancy 
where help might be justified for a development period. Inland water- 
ways have been with us as long or longer than most forms of public 
transportation and have been the recipients of Federal subsidy for 
years. We are urging, however, that expenditures for inland water- 
ways be limited to amounts that can be recovered in charges imposed 
upon those deriving direct benefits therefrom. Those who advocate 
inland-waterway projects would be compelled to take a similar posi- 
tion if Government subsidy of competition in the field of their indus- 
try was being threatened. 

The idea of toll charges did not originate in the minds of the rail- 
roads—it has not been manufactured by those who might be charged 
with partisanship, unless advocating sound economics falls within that 
category. There are some very prominent proponents of the user 
charge principle. We find the Federal Coordinator of Transporta- 
tion in 1939; the National Resources Planning Board, in its report on 
transportation and national policy in 1942; the staff of the Board of 
Investigation and Research in 1944; Dearing and Owen in their re- 
port on transportation policy, published by the Brookings Institution 
m 1949; Senator Bricker in his Progress Report in 1951; and many 
others have advocated or discussed in a favorable light the imposition 
of charges for the use of publicly financed waterway facilities. 

That sentiment on the subject has been gradually growing stronger 
is clearly demonstrated by a comparison of the following remarks: 

President Roosevelt, in his budget message to the Congress of Janu- 
ary 20, 1940, said: 

I have always believed that many facilities made available to our citizens by 
the Government should be paid for, at least in part, by those who use them. * * * 
It would seem reasonable that some portion of these annual expenditures (for 
maintenance of dredged channels, etc.) should come back in the form of small 
fees from the users of our lakes, channels, harbors, and coasts. 

President Truman, in his budget message to the Congress for the 
fiscal year 1951, said: 

The long-term interest of the general taxpayer, as well as the users of trans- 
portation, will best be served by the development of a balanced transportation 
system, substantially independent of Government support. 

President Eisenhower, in his budget message in 1954, stated that the 
national interest will usually be served best by a privately owned and 
operated industry, which is supported by a minimum of Federal funds 
or Federal basic facilities and services operated at the lowest feasible 
cost and financed, where possible, by charges levied on the users of 
the services. In his budget message to the Congress January 17, 1955, 
he reaffirmed his previous expressions, saying : 

The basic principle underlying budget recommendations for programs in the 
field of transportation, housing, and business is that the national interest is best 


served by privately owned and operated industry, which is assisted by a minimum 
of Federal funds and Federal basic facilities operated at the lowest feasible 
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cost and financed, where possible, by charges levied on the users of the serv- 
ices. * * * TI firmly believe that as large a proportion as possible of the expendi- 
tures of the Government should be borne by those directly benefiting therefrom. 
The user charge principle should be further extended. 

We submit that the continued freedom of commercial users of our 
inland waterways from the payment of any of the costs of constructing, 
operating, and maintaining the same is not in accord with the best 
interests of our national economy and the continuance of a strong and 
healthy national transportation system. We urge that Congress au- 
thorize a user charge on inland waterways sufficient to recapture the 
investment of the Government and thereby place all forms of trans- 
portation on a plane of equality. 

The national transportation policy expressed in the Transportation 
Act of 1940 can only be fulfilled by making every agency of transpor- 
tation pay all its own costs, charge rates sufficient to cover its own costs, 
and meet its competition on a truly equal basis. It is only in that 
manner that the inherent advantages of all modes of transportation 
may be recognized and preserved. The imposition of a user will do 
much to recognize the policy voluntarily assumed by Congress to pro- 
mote safe, adequate, economical, and efficient service and foster sound 
economic conditions in transportation and among the several carriers 
to encourage the establishment and maintenance ‘of reasonable ieee 
for transportation services, without unjust discriminations, undue 
preferences or advantages, or unfair or destructive competitive prac- 
tices—all to the end of developing, coordinating, and preserving a 
national transportation system by water, highway, and rail, as well as 
other means, adequate to meet the needs of the commerce of the United 
States and of the national defense. 

Mr. Jones. Thank you very much, Mr. Mitten. W se was the presi- 
dent of the Illinois Central Railroad in the late 1920's? I am trying 
to recall his name. 

Mr. Mirren. I go back, sir, to Mr. Downes. Maybe you are talking 
about Mr. Markham. 

Mr. Jones. Wasn’t that Mr. Markham, president of the Illinois Cen- 
tral Railroad, who testified before a House or a Senate committee to 
the effect that the construction of these navigation projects increased 
railroad traffic by permitting the railroads either to prehandle or 
rehandle the freight ? 

Mr. Mrrren. I am not aware of that, sir. I feel rather certain that 
nobody in my time has so testified. 

Mr. Jones. Mr. Reuss. 

Mr. Reuss. I take it that your recommendation is, as stated on 
pages 1 and 7, that Congress should authorize a user charge on the 
waterways suflicient to recapture the original investment by the Gov- 
ernment for the construction of waterway improv ements, plus the 
operation and maintenance. 

Mr. Mirren. All costs; yes, sir. 

Mr. Reuss. By which you mean they should pay in user charges— 
the shippers and the companies that own the canal boats and other 
boats—should pay enough so that on a fair amortization schedule there 
would be recaptured by the Treasury all the costs for the locks and 
dredging, et cetera? 

Mr. Mirren. Yes, sir; all costs. 
Mr. Reuss. Was the Illinois Central a land-grant railroad ? 
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Mr. Mirren. Yes, sir. 

Mr. Reuss. How many acres of land did the Illinois Central get 
from the Federal Government ? 

Mr. Mirren. I can give you some information on that, sir. The 
Supreme Court of Illinois, in People v. Lllinois Central Railroad (273 
Tl]. 220), held that the gr rant to the Illinois Central must be valued as 
of the time it was made and not at what the land sold for in later 
years. Asa matter of fact, we sold most of ours immediately. Now, 
computed at a cost of $1. 25—~and I will explain the $1.25 also, sir—the 
total value of the land received by the Illinois Central was $3,243,750. 

At the time the Illinois Central Land-Grant Act was passed, and 
as Congressman Jones probably remembers, the Illinois Central Land- 
Grant Act provided for a railroad from Chicago to Mobile. We never 
got to Mobile for some reason or other. That act had the effect of 
transferring title from the United States to the State of Illinois, 
and the State of Illinois passed it on to the Illinois Central. However, 
it was all part and parcel of the same thing. 

At the time that the land was transferred to the Illinois Central the 
Federal Government had been offering the land at $1.25 an acre and it 
was not getting any takers. As a matter of fact, people holding war 
scrip at that time could purchase it at 6214 cents an acre. Following 
the passage of the Land-Grant Act, the Federal Government imme- 
diately withdrew all of its land from the market for a period of 6 
months and then put it back on after the prospect of the railroad was 
in being, and immediately sold their land beginning at $2.50 an acre 
and sometimes considerably more. That is not the complete picture 
because there were two other things. 

First there is the subject of land-grant rates which has been gone 
into considerably in the Halls of Congress. The Illinois Central, like 
other railroads receiving land grants, was obliged to carry Govern- 
ment traffic at reduced rates. The reduction was later repealed in 
the Supreme Court decision. 

As of 1943, which, of course, was right in the middle of the war, 
when we were carrying a lot of land grant at that time, the Illinois 
Central had paid back to the Government $29 million for this $3 
million grant. In addition to that the State of Illinois, when it 
granted to us the land we got, insisted upon a provision in the charter 
of the Illinois Central, under which, instead of paying a regular 
ad valorem tax that other folks have to pay, they assessed against us a 
7-percent-gross-receipts tax with no deduce tions. That has been a very 
expensive thing to us. 

In 1943 we calculated that we had paid $34 million more in our 
so-called charter line taxes than if we had paid on an ad valorem 
basis. At the present time those charter line taxes which cover the 
705 miles of the original railroad run to about $6 million a year. 
Of course, in addition to that we pay regular taxes on our noncharter 
lines. 

Mr. Reuss. Can you give me the figures in acres of the amount ? 

Mr. Mirren. The only way I could do that would be to divide the 
2,433,750 by $1.25, and that would give it to you. 

Mr. Rev ss. That would be somewhere close to 3 million acres? 

Mr. Mirren. Yes. I think that would be about it. 

Mr. Reuss. A little under. 
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Mr. Mirren. I am not an accountant. Whatever..those figures 
come out to, sir. 

Mr. Reuss. And you say that the Illinois Central elected to sell 
some or all of that acreage? 

Mr. Mirren. Practically all of it was sold; yes, sir. In fact, it 
has all been sold, but { mean practically all immediately. 

Mr. Reuss. That was as a result of its own decision. Is that 
correct ? 

_Mr. Mrrren. Oh, yes. Yes, sir. That is, it was an economic deci- 

sion. 

Mr. Reuss. Can you give us any figures on the present value of those 
particular acres? 

Mr. Mirren. Of course we do not own them any more. 

Mr. Reuss. Of course I realize that. 

Mr. Mirren. I could not tell you. All I could tell you is we did not 
profit by it. 

Mr. Reuss. Does that acreage include the Illinois farmlands along 
the Illinois Central right-of-way ? 

Mr. Mirren. Oh, yes. As we say, it comes right down the main line 
of mid-America. But it was not very valuable without a railroad. 

Mr. Reuss. Some of the best cattle farming lands of Illinois are 
located near your right-of-way. 

Mr. Mirren. Yes, sir. 

Mr. Reuss. Do you know offhand what farmland of that general 
caliber sells for in Illinois today ? 

Mr. Mirren. Recently it sold for astronomical figures. I cannot 


tell you, sir. 

Mr. Reuss. Well, about $200 an acre? 

Mr. Mirren. Oh, some of it more than that. I wish we had held 
onto it, sir, so that we could glean the benefit out of it. 

Mr. Reuss. I gather from this that among the suggestions you do 
not make is that the Illinois Central and other land-grant railroads 
return by some sort of user charge the present value of land grants? 

Mr. Mirren. No, sir. We returned the value that it was worth at 
the time we got it, and that is all we are asking that the inland 
waterways do. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirescoms. No questions. 

Mr. Jones. Thank you very much, Mr. Mitten. 

Mr. Charles T. Ames, manager of the Holly Springs, Miss., Munici- 
pal Electric System. We are glad to have you, Mr. es. You may 
proceed. 


STATEMENT OF CHARLES T. AMES, MANAGER, ELECTRIC 
DEPARTMENT, CITY OF HOLLY SPRINGS, MISS. 


Mr. Ames. I wish to identify myself as Charles T. Ames, manager 
of the electric department of the city of Holly Springs, Miss., ant I 
wish to express my appreciation for this opportunity of appearing be- 
fore your committee. I am appearing on behalf of my mayor and 
board of aldermen and also the Tennessee Valley Public Power Asso- 
ciation, which is an organization in which nearly 90 percent of the 
148 distributors of TVA power are members. 
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I am a graduate electrical engineer and for the past 10 years I have 
been the manager of the city of Holly Springs electric department. 

Mr. Jones. What college did you graduate from ? 

Mr. Ames. Mississippi State College. 

I am not in a position to argue the relative merits of the findings 
and recommendations of this body, but with your permission I wish to 
present a few facts as to how this great experiment in regional develop- 
ment by the Federal Government, with the cooperation of State and 
local agencies, has affected our section in north Mississippi. 

Holly Springs (population 3,300) has owned and operated its own 
electric distribution system since the old gas-light days in 1898. It also 
owns and operates its own water and natural-gas distribution systems. 
The officials and private citizens of our community have always felt 
that it is a community’s privilege to own and operate its own utilities if 
the people in the community so desire. We also feel that this same 
privilege can and should be exercised by a region as well when the 
people of that region desire this method of service. 

With the cooperation of TVA and REA, as well as private invest- 
ment firms, we have extended our electric distribution system until we 
now serve the people and communities in the greater part of two 
counties. These people and communities outside Holly Springs were 
afforded the benefits of central station electric service for the first time. 
Since World War II our systems’ power requirements have increased 
at a rate which doubles every 5 years. This increase is typical through- 
out the Tennessee Valley region. Never has our community enjoyed 
such a stable economy or high standard of living. 

Thousands of homes in rural areas and communities, throughout 
this great land of ours, would still be without electric power had it not 
been for TVA, REA, and other agencies of the Federal Government 
whose primary purpose was to make it possible for these people and 
communities, through cooperative effort, to obtain the benefits of the 
natural resources which God gave to this Nation and its people. I am 
quite familiar with the situation back in the early thirties as to who 
had electric service and what was expected of those who didn’t have 
it but wanted it. It was not until those days that any effort was made 
to make it possible for people in rural areas to afford central station 
electric service. 

TVA set out to prove the theory that low electric rates promote 
increased consumption and increased consumption makes possible low 
rates and at the same time electric pole-line design and construction 
methods were reexamined. I know about this, too, because I helped 
develop some of the basic design of low cost distribution lines at 
Tupelo, the first TVA city, and later at Chattanooga. Many of these 
original distribution-line specifications developed by TVA are com- 
mon throughout the whole United States on both public and private 
systems. It was the competition and the much talked of free enter- 
prise which forced the private utilities to reduce their rates and throw 
away their old pole-line specification book carrying the old high-priced 
type of construction year after year without change. 

t now appears that due to the very fact that TVA’s power opera- 
tions have Been such a success that a limit is being placed on the fur- 
ther growth and development of our area and this great region. The 
region which, not many years ago, was referred to as the “Nation’s 
No. 1 economic problem” has now become the No. 1 target of the 
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wrivate power interests. We are being accused of being subsidized 
i the taxpayers of the rest of the Nation in spite of the fact that the 
combined wholesale and distribution systems in this region are earning 
sufficient revenues to cover all operating and investment costs with a 
margin equivalent to the taxes paid by comparable private systems. 

Regardless of this and other misleading arguments used by the 
nae power interests, TV A’s entire regional development program 

as been good for the people—all the people of our Nation—including 
the stockholders of the private utilities located nearest the TVA 
region. 

My impression of the so-called Hoover Commission Report on 
Water Resources and Power is that a hand-picked group of private 
utility champions have spent nearly a half million dollars of the tax- 
payers’ money gathering and publishing information to substantiate 
conclusions at which their Commission had already arrived, as evi- 
denced by statements made by some of its members prior to any inves- 
tigation—which conclusions are, to put it briefly, not in the public 
interest and are contrary to the will of the Congress as expressed over 
the past 40 to 50 years. As a representative of one of the power 
distributors having a part in the some $450 million invested in distri- 
bution facilities in the Tennessee Valley region alone, I urge you as 
Members of Congress to refuse to accept the recommendation in this 
Commission’s report. 

Mr. Jones. Thank you very much, Mr. Ames. 

Mr. Reuss? Mr. Lipscomb? 

(No response. ) 

Mr. Jones. Thank you, sir. 

Mr. Mirren. Mr. Chairman, may I interrupt a minute? In our 
exchange of our ideas I forgot to introduce some affidavits which 
have been submitted to me. I would like to file them for what they 
may be worth. 

Mr. Jones. What is the substance of the affidavits ? 

Mr. Mirren. Here is one made by a man named J. G. Threadgill. 
They are all gentlemen from Jackson, Tenn. He says that afhant 
believes that tolls should be imposed for the commercial use of inland 
waterways. 

Mr. Jones. Are they all in substance supporting recommendation 
No. 8 of the Hoover Commission ? 

Mr. Mirren. Yes, sir. For what they may be worth. We under- 
stand they are not available for cross-examination. 

Mr. Jones. Very well, they will be received. 

(The seven affidavits referred to are as follows:) 

SraTe or TENNESSEE, 
County of Madison: 


Personally appeared before me, W. F. Johnsey, a notary public in and for 
the State and county aforesaid, J. G. Threadgill, with whom I am personally ac- 
quainted, and who, after being duly sworn according to law, deposes and says: 

That affiant is a male, white resident of Jackson, Madison County, Tenn., age 
62, engaged in the fertilizer business in said community and has been for 31 
years. 

That affiant is familiar with the recommendation contained in the recent 
Hoover committee report to the effect that tolls should be imposed for the 
commercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of inland 
waterways because all forms of transportation should pay their share of expense 
involved in maintaining of river channels or roadways. This should be a basic 
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requirement of all business and not a certain portion receiving special benefits 
from the taxpaying public. 

This affidavit is executed by affiant to be filed in connection with the hearing 
scheduled at Memphis, Tenn., by the House Special Subcommittee on Water 
Resources and Power. 

J. G. THREADGILL. 

Sworn to and subscribed before me this 28th day of October 1955. 

[SEAL] W. F. Jonnsey, Notary Public. 


My commission expires January 31, 1959. 





STATE OF TENNESSEE, 
County of Madison: 

Personally appeared before me, T. D. Thompson, a notary public in and for 
the State and county aforesaid, D. A. McCutcheon, with whom I am personally 
acquainted, and who, after being duly sworn according to law, deposes and 
says: 

That Affiant is president of Southern Supply Co. 

That affiant is familiar with the recommendation contained in the recent 
Hoover Committee report to the effect that tolls should be imposed for the com- 
mercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of inland 
waterways because— 

“I believe that each mode of transportation should pay its own way. The 
present method of river transportation enables river points to spread far beyond 
their reasonable trade areas due to subsidized waterway transportation.” 

This affidavit is executed by aftiant to be tiled in connection with the hearing 
scheduled at Memphis, Tenn., by the House Special Subcommittee on Water 


Resources and Power. 
D. A. McCuTcHEOoN. 


Sworn to and subscribed before me this 31st day of October, 1955. 


[SEAL] T. D. THompson, 
Notary Public. 


My commission expires October 23, 1956. 





STATE OF TENNESSEE, 
County of Madison: 

Personally appe: red before me, O. L. Harris, a deputy county court clerk in 
and for the State and county aforesaid, Joe Gaffney, Jr., with whom I am per- 
sonally acquainted, and who, after being duly sworn according to law, deposes 
and Says: 

That affiant is a male white resident of Jackson, Tenn., over 21 years of age, 
engaged as a wholesale distributor at Jackson, being the sole owner of J. & J. 
Distributing Co., and is a receiver of carload freight. 

That affiant is familiar with the recommendation contained in the recent 
Hoover Committee report to the effect that tolls should be imposed for the 
commercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of in!and 
waterways because they are now being provided free usage of a public channel, 
maintained by public funds, and that such users are thereby able to compete on 
a preferential basis with other competitive firms not receiving these benefits 
from the taxpayers’ money. 

This affidavit is executed by affiant to be filed in connection with the hearing 
scheduled at Memphis, Tenn., by the House Special Subcommittee on Water 
Resources and Power. 

Josern B. GAFrrney, Jr. 

Sworn to and subscribed before me this — day of November 1955. 

[SEAL] O. L. Harris, 

Deputy County Court Clerk. 

My commission expires ————. 


70818—56—pt. 6——6 
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STATE OF TENNESSEE, 
County of Madison: 

Personally appeared before me, Mrs. Ethel B. Hicks, a notary public in and 
for the State and county aforesaid, Harris Brown, with whom I am personally 
acquainted, and who, after being duly sworn according to law, deposes and says: 

That affiant is a male white engaged in newspaper business as managing editor. 

That affiant is familiar with the recommendation contained in the recent 
Hoover Committee report to the effect that tolls should be imposed for the 
commercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of inland 
waterways because all forms of transportation should pay their share of expense 
involved in maintenance of river channels or roadways. This ought to be a basic 
requirement of all business and not a certain segment. 

This affidavit is executed by affiant to be filed in connection with the hearing 
scheduled at Memphis, Tenn., by the House Special Subcommittee on Water 
Resources and Power. 

Hargis Brown. 


Sworn to and subscribed before me this 28th day of October, 1955. 


[SEAL] Mrs. Erne. B. Hicks, 
Notary Public. 
My commission expires June 20, 1959. 


STATE OF TENNESSEE, 
County of Madison: 

Personally appeared before me, Ray Lasley, a notary public in and for the 
State and county aforesaid, R. D. Conger, with whom I am personally acquainted, 
and who, after being duly sworn according to law, deposes and says: 

That affiant is a male white citizen of Jackson, Madison County, Tenn., over 
21 years of age, engaged in the lumber and supply business as a partner in the 
Conger-Parker Lumber Co. 

That affiant is familiar with the recommendation contained in the recent 
Hoover Committee report to the effect that tolls should be imposed for the 
commercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of inland 
waterways because it will tend to equalize our buying position on heavy com- 
modities with those firms located on the waterways who can now buy at cheaper 
prices and undersell us in our own trade area account freight difference. It is 
also a sound economic policy for our Government in curtailing expenses. 

This affidavit is executed by affiant to be filed in connection with the hearing 
scheduled in Memphis, Tenn., by the House Special Subcommittee on Water 
Resources and Power. 


R. D. Concer. 
Sworn to and subscribed before me this 1st day of November, 1955. 
[SEAL] Ray LASLEy, 


Notary Public. 
My commission expires March 28, 1956. 





STATE OF TENNESSEE, 
County of Madison: 

Personally appeared before me, F. A. McKinnie, a notary public in and for the 
State and county aforesaid, J. D. Parker, with whom I am personally acquainted, 
and who, after being duly sworn according to law, deposes and says: 

That affiant is a male white citizen of Jackson, Madison County, Tenn., over 
21 years of age and being a member of the firm of Conger-Parker Lumber & Sup- 
ply Co., retail lumber business, located in Jackson, Tenn. 

That affiant is familiar with the recommendation contained in the recent 
Hoover Committee report to the effect that tolls should be imposed for the com- 
mercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of inland 
waterways because all forms of transportation should pay their share of expense 
involved in maintaining of river channels or roadways. This should be a basic 
requirement of all business and not a certain portion receiving special benefits 
from the taxpaying public. 
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This affidavit is executed by affiant to be filed in connection with the hearing 
scheduled in Memphis, Tenn., by the House Special Subcommittee on Water 
Resources and Power. 

J. D. PARKER. 


Sworn to and subscribed before me this 1st day of November, 1955. 


[sea] F. A. McKInnIE, 
Notary Public. 
My commission expires January 14, 1958. 


StaTE oF TENNESSEE, 
County of Madison: 

Personally appeared before me, Robert J. Holt, Jr., a notary public in and for 
the State and county aforesaid, James N. Jones, with whom I am personally 
acquainted, and who, after being duly sworn according to law, deposes and says: 

That affiant is James N. Jones, age 31, freight rate and traffic consulting 
business in Jackson, Tenn., with 12 years of experience. 

That affiant is familiar with the recommendation contained in the recent 
Hoover committee report to the effect that tolls should be imposed for the 
commercial use of inland waterways. 

Affiant believes that tolls should be imposed for the commercial use of inland 
waterways because these tolls would help pay the maintenance cost for operating 
our waterways. These tolls would make water carrier charges for transporta- 
tion on a better competitive basis both for river points and inland points. We 
believe that each mode of transportation should pay its own way. With tolls 
charged, these water carriers should be able to pay the cost of maintaining the 
waterways as other carriers who are their competitors pay the costs of main- 
taining their individual operating and maintenance costs. 

This affidavit is executed by affiant to be filed in connection with the hearing 
scheduled at Memphis, Tenn., by the House Special Subcommittee on Water 
Resources and Power. 

JAMES N. JONES. 

Sworn to and subscribed before me this 29th day of October 1955. 


[SEAL] Rosert J. Hort, Jr., 
Notary Public. 
My commission expires August 11, 1958. 
Mr. Jonss. Mr. Cale Haun, of Franklin, Tenn. ? 
(No response. ) 
Mr. Jones. Mr. W. E. McCourt, Jr., of Greenville, Miss. We are 
glad to have you, Mr. McCourt. 


STATEMENT OF W. E. McCOURT, JR., GREENVILLE, MISS., SECRE- 
TARY-TREASURER, GREENVILLE GRAVEL C0. AND GREENVILLE 
DREDGING CO. 


Mr. McCourt. Thank you. 

My name is W. E. McCourt, Jr., of Greenville, Miss. I am secre- 
tary and treasurer of Greenville Gravel Co. and Greenville Dredgin 
Co. Both of these companies are producers of Mississippi River and 
and gravel. Our processing plant and shipping point is located at 
Greenville, Miss. 

I would like to insert at this point, after hearing all of the statements 
in millions and billions of dollars, that I believe our plant is a very 
small one, but we wanted to offer this statement. 

Mr. Jones. All right. 

Mr. McCourt. We operate suction dredges, which obtain sand and 
gravel from the bed of the Mississippi River. This material is loaded 
on barges and towed to our plant at Greenville by our own towboat. 
After unloading from the barges the sand and gravel is processed at 
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our plant and loaded into railroad cars and trucks for shipment, or is 
stored on the ground in our storage yard for future Spe 

It is absolutely necessary that we use the Mississippi River to bring 
this material to our plant, as the gravel deposits in the Mississippi 
River are not located adjacent to our processing plant and shipping 
point. These deposits of sand and gravel are from 18 to 35 miles 
upstream from Greenville, hence the necessity of a large fleet of barges 
and a towboat. 

It would be impossible to locate our shipping point closer to our 
source of supply, due to the fact that no rail facilities exist any closer 
than Greenville, and there are no roads leading from the main high- 
ways, either in Arkansas or Mississippi, that could be used to trans- 
port our material from its source to its destination. The main-line 
levees that parallel the river are, in some cases, several miles apart, 
and the land between them is known as bottom land. This land is not 
suitable for roads or rail facilities of any description, due to the over- 
flowing of the river. 

We respectfully reject the idea of a “user charge” being imposed 
upon those that operate on the inland waterways. Such a charge 
would be discriminating against our company and all other sand and 
gravel producers who obtain their material from the Mississippi 
River, as our competitors, who operate land plants, would not have 
this charge to pay. 

We are the only sand and gravel plant operating on the Mississippi 
River with both rail and truck facilities, between Natchez, Miss., and 
Hickman, Ky., a distance of approximately 572 miles. Along this 
mileage our competitors, numbering 30 or more, who operate land 
plants, would have a distinct advantage in selling price if we were 
forced to pay a user charge and they were not. 

I have discussed this matter with many prominent individuals and 
business firms throughout this section, and in not a single instance did 
I receive favorable comment toward any legislation that might be 
proposed to taxing the users of our inland waterways. The consensus 
of opinion was that any user charge or tax would naturally be passed 
on to the public, resulting in higher prices in both materials and 
transportation. Opinions were also expressed that the inland water- 
ways must be maintained for national defense and flood control, and 
that a user charge made only to the users would be unfair. 

We urgently request that your committee file a negative report on 
this proposed legislation. 

I thank you for the opportunity of presenting our views in this 
matter. 

Mr. Jones. Thank you very much, Mr. McCourt. 

Are there any questions? 

(No response. ) 

Mr. Jones. Thank you very much for coming and giving the com- 
mittee the opportunity of having your views on the proposed user 
charge or toll. 

That concludes the testimony for today. We will adjourn until 10 
a.m.tomorrow. The subcommittee stands adjourned. 

(Whereupon, at 4:05 p. m., the hearing was adjourned until 10 
a.m. the following day.) 
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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


Part 6—Memphis, Tenn. 


FRIDAY, NOVEMBER 4, 1955 


Houser or RepresENTATIVES, 
SPECIAL SUBCOMMITTEE ON WATER RESOURCES AND POWER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Memphis, Tenn. 

The special subcommittee met, pursuant to adjournment, in the 
Federal Courtroom, Post Office Building, Memphis, Tenn., at 10 a. m., 
Hon. Robert E. Jones, Jr. (chairman of the special subcommittee) 
presiding. 

Members present: Representatives Robert E. Jones, Jr., and Gle- 
nard P. Lipscomb. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, staff member ; and Robert Morris. 

Mr. Jones. General Hardin, I wonder if you would come forward 
and let us discuss one or two matters with you. 


FURTHER STATEMENT OF BRIG. GEN. JOHN R. HARDIN, UNITED 
STATES ARMY, DIVISION ENGINEER, LOWER MISSISSIPPI VAL- 
LEY DIVISION, CORPS OF ENGINEERS, AND PRESIDENT, MISSIS- 
SIPPI RIVER COMMISSION 


General Harpin. Yes, sir. 

Mr. Jones. General, on yesterday we had evidence by way of testi- 
mony advocating the imposition of tolls as suggested by the Hoover 
Commission report. In an effort to try to determine if tolls were 
acceptable, as to how they could be applied, it was suggested by Mr. 
Cole that probably it would be best to apply them on each stream 
or each continuous project. I wonder if you would tell us how you 
would go about making any estimate or calculations as to what fac- 
tors would be brought into play or into consideration for the purpose 
of determining a toll rate? 

General Harpin. Very well, sir. 

Mr. Chairman, I must assume that your question is directed toward 
our arriving at a rate which would be in keeping with the reconr- 
mendation of the Hoover Commission to reimburse the Government 
for maintenance and operation. I say that because if otherwise, if 
it were to be based on reimbursement of all costs, which would include 
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amortization of the original investment, or to put the various forms 
of transportation on a competing basis, that is, truly competing, then 
{ think the problem is quite different in that we would have to take 
into consideration the matter of making rail rates as they apply to the 
waterway that is under consideration. 

So, if I may, I will limit my comments to the proposals as they 
were submitted in recommendation No. 8 of the Hoover Commission 
report on reimbursing maintenance and operation costs. 

Mr. Jongs. Yes, sir. arr 

General Harpin. The problem in my division, the lower Missis- 
sippi River Valley division, in that connection is not an easy one to 
resolve. In the first place, even on the main stem of the Mississippi 
from New Orleans to St. Louis, which is the limit of my division, it 
is a variable one because maintenance and operation of that system 
varies. In the first place, in the lower river up to Baton Rouge we 
have a river that needs very little attention, and maintenance and 
operation is practically negligible. It is a deep water river. 

Then coming upstream the problem of maintenance and operation 
increases as we proceed to the north where the river becomes smaller. 
Naturally, as you would expect in that reach between St. Louis and 
the mouth of the Ohio, the problem is quite different with respect 
to the costs involved per ton of movement. 

Another thing that complicates the problem of arriving at a rate 
in the lower river is that there are harbor channels that have been 
developed to further utilize the availability of water transportation. 
Those harbor channels, of course, involve the expenditures for main- 
tenance and operation. Asa matter of fact, most of them are in the 
development stage. As an example, here in Memphis Harbor itself. 
Also the same situation is in existence in Natchez. The problem at 
Vicksburg, of course, now that we have authority to undertake the 
creation of a channel at Vicksburg, is also an example. 

So, the traffic would move from north to south and we have, then, 
a problem in the river in this varying rate of expenditure. I mention 
it because if a tow is going only as far as Memphis it would appear 
that the share of that maintenance and operation to that point would 
result in a different rate from that going above. 

On the main stem of the Mississippi also we have a problem in that 
it is difficult to divide what is truly an expenditure for maintenance 
of the navigation channel as opposed to maintenance of flood-control 
improvements. Both of them are so interlocked and they have been 
for a great many years that it is very difficult. As I mentioned yester- 
day, this project was initiated on the basis of navigation, but, never- 
theless, the basic stabilization program in the river contributes both 
to navigation and flood control. How to divide the benefits of those 
improvements poses a serious problem. It might be equated on the 
basis of the benefit-cost ratio that could be arrived at as between the 
navigation features and the flood control features, but in any event 
it would be an arbitrary division. 

The amount involved 

Mr. Jones. General, let me ask you this question: 

The recommendation as I understand it, would impose a toll that 
would equalize the rates between the rail and waterborne traffic. The 
railroad people, in testifying, have that as one of their objectives, so 
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that they will not be at an economic disadvantage to compete with 
waterborne traffic. 

How are you going to justify a project when you cannot anticipate 
what the freight rate will be 4 or 5 years from the time when you 
make your original estimate for an economic justification of the 
project ? 

General Harprn. Mr. Chairman, we habitually analyze the eco- 
nomics of a project based on what the reasonable or going rail rate 
is. If the railroads choose to depress their rates in order to put the 
rail rate in a closer relationship with waterway costs or movement, 
then we feel that the Nation has benefited by that end, therefore, even 
though the railroads do reduce their rates maybe not a ton of move- 
ment would result on the river. Theoretically the benefit has been 
obtained by providing a lower rate for the movement of that com- 
modity. I agree that it is an uncertain thing as to the opportunity 
for a waterway operator to face that situation. He may find after he 
puts his investment into expensive equipment that the rail rates will 
be depressed to a point where he has lost the opportunity to move that 
commodity, and would jeopardize his business. 

As long as the railroads can modify their rates, and not on a truly 
cost basis but on a basis of selecting a competitive rate, of course an 
operator is put in a serious position, that is, a waterway operator. 

As far as evaluating a project goes, which I believe is your question, 
we evaluate it on the basis of what a reasonable rate is, and the going 
rate that is in existence at the time when the project is being considered. 

Mr. Jones. If you would go as far as Mr. Cole suggested, that is, 
that amortization be made a part of the toll rate, how would you 
compute a rate on some of these old projects ? 

General Harprn. That would pose an almost impossible problem to 
resolve, Mr. Chairman, when you consider that the expenditures have 
been made on this river for over a century for one purpose or another, 
mostly in the interests of navigation, and it would pose a very serious 
problem to arrive at an amount to be amortized. 

If you selected the expenditures within the last 50 years, which is 
our normal basis for amortizing a project of this nature, that would 
be one approach to it. We always assume that the project has a life 
of 50 years. But if the approach is used of amortizing the cost of 
the improvement on the waterway to make it a more competitive propo- 
tion with other forms of transportation, then, by the same token, the 
actual cost of the movement by those other means should also be arrived 
at rather than a rate which does not reflect the true cost of that 
movement. 

Mr. Jones. But if you take the amortization and also the mainte- 
nance and operation costs, the only thing that the Government would 
be doing would be making an original capital investment; so that if 
the capital investment was a good thing for the Government, it would 
be a good thing for the water carriers. So that the best thing we could 
suggest if we pursued it that far is to take the Federal Government 
out of the navigation business and let the operators construct and 
maintain their own waterways. Would that not be the end result of it? 

General Harprn. Well, that could be the end result. The water- 
ways of the Nation, though, are hardly comparable to other forms of 
transportation available to the Nation. A river is in a certain definite 
fixed place. The roads or railroads have a great deal of flexibility as 
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to where they go. To open a river which is a natural resource to the 
development of private water transportation is unthinkable as far as 
TI can see it, simply because the problem is too great for any group of 
investors. 

Mr. Jones. The thing about it is that if the Federal Government 
does it, it is going to bring some injury to the railroads, and so, rather 
than to bring injury, just write the navigation features off and let 
them stand still and not do anything. 

General Harpry. Mr. Chairman, I cannot accept the proposition, as 
an individual or as the division engineer of this region, that the rail- 
roads and the waterways are truly in competition. I feel that the 
waterways in this area are not for the purpose of competing with 
railroads. I think it can be easily demonstrated that the kind of traffic 
that moves on the waterways in great bulk is not the kind of traffic 
that would move on the railroads, either in the class of movement or in 
the quantity. 

Mr. Jones. General, in your experience in the Corps of Engineers 
in the examination of projects and in testimony before congressional 
committees, have you ever known the railroads of this country to advo- 
cate that Congress invest in a navigation project? If you do, name 
one. 

General Harprn. Yes, sir. I think I can cite an example that was 
just rather recent where the railroads have taken a position favoring 
an improvement. That is this tidewater channel which is proposed 
and is up for consideration in the Congress at this session again at 
New Orleans for the development of a tidewater port. 

As a matter of fact, the railroad interests advocated that develop- 
ment as a necessary adjunct to the port development of New Orleans as 
the Nation’s port. 

Mr. Jones, Can you give us other examples 4 

General Harptn. No, sir, I cannot. Nothing comes to my mind at 
the moment. 

Mr. Jones. Well, I have been on this committee for not too long, but 
T have been on the Flood Control Subcommittee of the Public Works 
Committee of the House for 9 years and I have seen them in opposition 
to all of the navigation projects; and I have never seen them in favor 
of one unless it escapes my mind at the moment. I do not recall the 
‘ailroads favoring navigation. Even though you might have an argu- 
ment to satisfy your own mind about a navigation project being an aid 
and an economic factor in the growth of the railroads, they have not 
been able to accept that asa fact. I do not recall it at any rate. 

Yesterday when one of the witnesses, Mr. Mitten, who was represent- 
ing the Illinois Central Railroad, testified, I recalled, that Mr. Mark- 
ham, president of the Illinois Central at one time, did advocate that we 
construct navigation features. He went on to say in substance that 
every time we developed the waterways of this country we also devel- 
oped traffic to be handled either by prehandling or rehandling of rail 
movements. But, outside of him I do not know of anyone in the 

railroad industry who has been able to accept that idea. 

General Harprn. Well, Mr. Chairman, I feel that the movements on 
the Mississippi River are of a nature and a character in respect to the 
product moved and in the volume of its movement, that if it were not 
for those water-transportation facilities that amount of material, or 
that kind of material would just not move. It would not be economi- 
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cally feasible to move it. Therefore, it would have an effect on the 
dynamic development of the economy a this region. 

I can cite two instances of that. I do not think that automobiles 
would be using the amount of gasoline they do if it were not for the 
participation of waterw ay carriers in the distribution of gasoline to 
users of petroleum products in this country. We might face rates for 
gasoline that would be more comparable to what you have to pay for it 
in Europe. On the other hand, this is a situation that has just devel- 
oped on the river where a special type of equipment can meet a need of 
moving liquid sulfur in a heated condition in large barges, insulated, 
and which can move that liquid material from Port Sulphur down 
below New Orleans and up to St. Louis. It saves large amounts of 
rehandling and loading because it can be pumped in and pumped out of 
the insulated barges. 

Well, it is inconceivable that any other form of transportation could 
duplicate that type of equipment. 

Mr. Lirscoms. May I ask a question there, Mr. Chairman ? 

Mr. Jonrs. Mr. Lipscomb. 

Mr. Lirscoms. General, what is the theory? Just filling this ques- 
tion out, why should the Federal Government, for instance, invest in 
navigation facilities and pay the operation and maintenance costs to 
carry that material from one point to another without these people who 
use that equipment having to pay a small user charge to cover some of 
the costs ? 

General Harpin. What is the purpose of the user charge, I might ask 
in return, Mr. Lipscomb? If it is for the purpose of returning the 
maintenance and operation costs, that is one thing. But it is another 
thing if it is seeking a competitive base for all forms of transportation. 
IT am trying to keep the two things clear in my reply. 

If it is just for the purpose of reimbursing for the nominal charges 
of maintenance and operation, then movement by water such as I have 
indicated, as an example, in my opinion, is a special form of move- 
ment to take advantage of a condition or, rather, a natural resource 
that has been provided for us. It goes through a number of States. 
The maintenance and operation of that f: acility is of such a magnitude 
that it is not conceivable to me it could be handled on any local basis 
and it puts the improvement into the Federal category. 

If you accept the idea that it is in the Federal category the next 
element of the question is why should they not pay for the maintenance 
and operation? I agree that that is a question of policy. I can only 
indicate that the problem there is of arriving at a suitable rate the 
problem of administering it—the cost of administering a complex 
thing of that kind. Because any time that moneys are collected in 
public service, as you well know, there have to be exhaustive checks 
and balances, and inspections, and whatnot that go along with it. 
How much of it would be represented in going to the Treasury is a 
question. How much cf it would be made work in collecting it is a 
question. Those things, while I think they are subject to bei Ing 
answered, all do come into consideration in the problem. 

If I may just go one step further, our position that the Government 
does not lose by permitting carriers to use these resources which have 
been provided at Federal expense, is that these savings are distributed 
widely. Practically any of these commodities which are mov ing on 
the river here in great bulk have a wide distribution. Either that 
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or they are used for a multitude of purposes and a multitude of end 
products. It is the theory, right or wrong, that the public benefits in 
the end result by paying less for a commodity that participates in the 
utilization of this mass movement of materials by water trans- 
portation. 

Mr. Liescoms. Take the highways in California, where the Federal 
Government contributes to them. By taking vegetables from the 
Sacramento Valley down to the Los Angeles area, the truckers who 
use those highways pay a Federal tax on gasoline which is in effect 
a user charge for the use of those highways. If we did away with 
the Federal tax on gasoline the consumers of those vegetables in 
Los Angels could get them cheaper. 

What is the difference between the theory of a user’s charge to cover 
the operation and maintenance, or charges to cover some of the expense 
of the waterways and the theory of collecting from the trucks that 
are using the highways? What is the difference in philosophy there? 

General Harprn. Maybe it is traditional, Mr. Lipscomb, as much as 
anything. In theory, though, when you move something by a land 
type of transportation you are not confined to one route as you are 
when you are using water transportation. 

Mr. Jones. General, may I ask you a question following out what 
Mr. Lipscomb inquired about ¢ 

The Federal excise taxes on gasoline are not imposed for the purpose 
of equalizing transportation opportunities among the various people 
engaged in transportation, are they ? 

Mr. Liescoms. Mr. Chairman, the general has broken down his 
thinking into two parts. General, what you said is that perhaps you 
should divide your thinking into these two parts. One theory of 
user charges was to cover the operation and maintenance cost, and 
the other theoretical purpose of user charges was equalization of rates. 
Was that your analysis? 

General Harpin. That was my approach to this problem. 

Mr. Lapscoms. So the question you asked, Mr. Chairman, brought 
him back to the other part of his thinking. I was trying to see the 
theory behind the user charge as reimbursement of operation and 
maintenance costs and not particularly as it concerns the competitive 
features of transportation. 

General Harvrn. The question might also be asked of why it should 
go just to operation and maintenance. If it is to be a user charge 
levy, what is the tax on a motor vehicle in California to do? Is it to 
repressitt just maintenance and operation or is it for capital charges 
as well ? 

Mr. Liescomp. Principally it is to build highways, I would believe; 
but it goes into the general fund and then the Congress allocates the 
money to build more highways. 

On waterways, in my thinking, the Government, and even the 
Hoover Commission recognizes the need for flood control and naviga- 
tion as a national problem and as being in the national interest. But 
what we are talking about, at least in my thinking, has been operation 
and maintenance, that is, a charge not to cover capital costs but to 
cover operation and maintenance of the waterway. 

General Harptn. To be quite specific, Mr. Lipscomb, I do not be- 
lieve I can answer your question on the basis of why it would appear 
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to be appropriate to collect taxes on motor vehicles and not on opera- 
tion ee maintenance of the waterways in this region. 

Mr. Lirescoms. For instance, is it without reason to believe that it 
would be possible—and this is just theoretical—to ae a tax on the 
fuel that the users of the waterways put into their barges, and then 
to just turn that into the Federal Treasury? It might not cover the 
whole operation and maintenance. It might cover it insufficiently. 
But just put a tax on the fuel they are using, for the purpose of main- 
taining the waterways. 

That is not a fair question for you to answer, but I was just making 
that as an observation. 

General Harprn. I have never thought of it in that light. I do 
not know just how it could be controlled, because at the same time 
that fuel is used for purposes other than the movement of barges. 
The places where they would buy it or pay the tax may pose problems. 
I really could not say. It has not occurred to me as being something 
that would be practical to do, although it may be. I just do not know 
how the waterway operators obtain their fuel as a source. 

Mr. Jones. It is always difficult, General, when you begin to deal 
with comparative analyses to come out with any product in the end 
that is very satisfactory ; is it not? 

General Harprn. Yes, sir; but I may be narrow in my views in look- 
ing at the problem down here in the lower valley. It may be different 
in other parts of the country. I would like to point out that the prob- 
lem of arriving at an appropriate rate is different from some other 
things. We are really not stabilized down here in that our channels 
are being constantly improved as a part of this overall development. 
What the future holds in this regard to the operator I can see poses 
a serious problem. When he invests large sums in modern towing 
equipment—and only modern towing equipment is able to compete— 
the $1 million or $2 million that he invests for this special type of 
equipment has to be invested with a feeling that the future holds a 
certain amount of assurance for him. We have no doubt in our analy- 
sis of the problem that the Government is benefiting by the movement 
of bulk commodities by water so far as the benefit-cost ratio is con- 
cerned. But the competitive position that the waterway operator 
finds himself in in this area I think is one that causes him justifiably 
some concern. We are experiencing it right now on the Ouachita 
River. That project as you know has long been on the marginal side. 
Operators are oath to invest money for that project when competition 
by rail is so uncertain in that rail can set rates which will make it non- 
competitive for the waterway operator to go in business on that 
project. 

The uncertainty in the future, as far as these waterways go in charg- 
ing operation and maintenance, is not in my opinion a serious one from 
the standpoint of its getting larger. I think in time they will become 
smaller due to the fact that the river is being improved and the rates 
should decrease. There will be less charges for us, if you are thinking 
in terms of operation and maintenance alone, to keep navigation mov- 
ing on the river. 

The methods of collection of a user charge, as mentioned by Mr. 
Lipscomb, poses some problems in this area on account of the inter- 
change between the Gulf Intracoastal Waterway system and other 








1114 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


critical points on the river, depending upon their destination. It may 
be, as has been proposed, that self-imposition of the charges would be 
the solution, although it would have to be policed, I presume, like 
any other system of voluntary payments such as income taxes and the 
like. But if it was to be on a physical collection basis, as has been 
proposed, such as truly coliccting tolls from place to place, it would 
impose a very great burden on whatever agency is designated to collect 
it. The cost of any system of that kind would, of course, depend as I see 
the problem, on the degree of inspection and checks that are involved. 

The amount of the operation and maintenance charges on the Missis- 
sippi River between the mouth of the Ohio and Baton Rouge, for the 
last 5 years, taking into consideration just those things which are 
directly attributable to navigation, such as dredging across the ob- 
structive bars, and the buoyage costs and channel inspection costs and 
overhead, add up to a figure running up to between $3,700,000 in the 
lowest year of 1951, and in the last year, 1955, it was $4,662,000. 

Applied to the respective ton-miles that have traveled over that reach 
of the river, then that ends up in a maintenance cost per ton-mile of 
between 0.0036 for 1951 and remains fairly constant through the 5 years 
to 0.0037. Iam speaking in dollars here. In terms of mills it would be 
0.4 of a mill, approximately, or less, per ton-mile. 

That situation is approximately the same on the Gulf Intracoastal 
Waterway where, approaching it on a similar basis, in 1954 the 
maintenance costs per ton-mile would figure out at approximately a 
half a mill per ton-mile. 

On the Mississippi River between the Missouri River and the Ohio 
River it is about 0.7 of a mill per ton-mile. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. General, in the Hoover Commission’s report they say 
that today the nature of the traflic over the inland waterway has 
shifted to bulk traffic such as oil, coal, and ore. Is that a factual 
statement ? 

General Harprn. Yes, sir. The commodities which are moving on 
the Mississippi River, for instance, between St. Louis and Cairo, and 
on down to New Orleans, are almost without exception bulk com- 
modities. As the commercial statistics which we publish each year will 
indicate, the predominant one is petroleum and petroleum products; 
the next one in magnitude would be materials such as sulfur and chemi- 
cals. That would be in the next order of magnitude. The chemical 
movements are increasing each year both ways. Then steel and iron 
products, grains, sugar, and molasses in bulk for stock feed; food 
products of one type or another, which are not classified. There is 
still a considerable movement of forest products and paper, as well as 
coal and coke and ores of various categories in the lower reaches of the 
river, and also bauxite. 

Mr. Liescoms. Thank you, sir. 

Mr. Jones. Thank you again for coming back this morning, General. 
I thought that we should have some discussion as to how tolls could 
be estimated. 

Stanton E. Smith, of Chattanooga, Tenn., president of the Ten- 
nessee Federation of Labor. 
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STATEMENT OF STANTON E. SMITH, PRESIDENT, TENNESSEE 
FEDERATION OF LABOR, CHATTANOOGA, TENN. 


Mr. Smirn. Mr. Chairman, and gentlemen of the committee, I ap- 
preciate the opportunity of appearing here. The remarks which I 
would like to address to the committee are concerned primarily with 
the TVA and that development, rather than the problem which you 
have just been discussing. However, it was impossible for me to be 
at one of your earlier ‘hearings where I understand that subject 
was previously disc ussed. 

I am appearing here in my capacity as president of the Tennessee 
Federation of Labor, and by authority of ‘th at organization to present 
our views regarding the proper role of the Federal Government in 
the utilization of the water resources of our Nation and the develop- 
ment of electrical energy in connection therewith. 

It is our view that the Tennessee Valley Authority represents the 
most comprehensive and well conceived plan for the integrated de- 
velopment of all the resources of a river basin for the benefit of all 
the people that has yet been devised. By bringing the sometimes wild 
and the destructive Tennessee River under control, the Tennessee 
Valley Authority has alleviated flood damages, provided for naviga- 
tion, and produced great quantities of electrical energy, all to the 
benefit of the entire Nation. 

A necessary corollary to these functions has been the control of 
erosion and the prevention of silting of reservoirs through refores- 

tation and development of farming practices including the develop- 
ment of new methods of producing cheap fertilizers. 

Incidental to all of this has been the creation of the vast recreational 
opportunities which are enjoyed by citizens from all parts of the 
country. Although the electric power phase of the Tennessee Valley 
Authority program receives the most attention in terms of publicity, 
the Tennessee Valley Authority concept embraces much more than 
electric power. It is, in fact, an integrated plan of development of all 
the resources of a river basin for the benefit of all the people. In 
many ways the electric power program has been the most. spectacular 
part of TV A’s activities. Certainly it has been the most controversial. 

Organized labor's chief interest in any program is what it does 
to benefit people in terms of their standard of living and in terms 
of their general welfare. In this connection, a few figures may serve 
to illustrate some of the effects of the electric power program. 

In 1933 there were 255,000 electric customers in the valley; in 1953, 
20 years later, this number had increased to 1,300,000. 

The average use per home and farm consumer in 1933 was 600 
kilowatt-hours. In 1953 this figure had gone up to 4,292 kilowatt- 
hours. That is against a national average of 2,345 kilowatt-hours. 
Meanwhile the average costs had dropped from 5.7 cents to 1.3 cents 
per kilowatt-hour. 

In 1933 there were 1,000 miles of rural lines. In 1953 there were 
100,000 miles of rural lines. 

The number of electrified farms increased in this period from 15,000 
to 423,000, 

Now translated into terms of people’s welfare, the foregoing figures 
spell out a literal revolution in the way of living of thousands upon 
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thousands of citizens on farms and in small homes throughout the 
valley. It is to this kind of program that the Tennessee Federation 
of labor is proud to give its support. It is a pattern that may well 
be followed in the development of the resources of our other great 
river basins in our Nation. 

It has often and loudly been charged by private power interests 
that the low rates charged for electricity by TVA and distributors 
of TVA power are made possible by Federal subsidies. It is true 
that the Federal Government throughout its history has subsidized 
various enterprises in various ways, including such devices as second- 
class mailing privileges for publishers; land grants to railroads in 
the early years of their development; and subsidies to shipping and 
airlines, as well as fast writeoffs to private power companies and 
other similar examples. 

However, we specifically deny that TVA power rates are subsidized. 
Not only are the power rates not subsidized but the direct and indirect 
benefits accruing from the overall TVA program makes TVA an 
extremely valuable national asset and an investment which will con- 
tinue to bear fruit if the present efforts to hamstring TVA are not 
successful. 

We wish to cite the following facts to substantiate our position that 
the TVA power rates are not subsidized. First, the entire allocated 
cost of the power facilities for which the Federal Government has 
advanced money, is being amortized over a 40-year period out of the 
receipts of the sale of power. 

T want to emphasize that at the end of that time the United States 
Government will still own the power facilities and will continue to 
receive net proceeds from the sale of power. This is in distinct 
contrast to the situation under private power operation. If a pri- 
vately owned power company should, contrary to the usual practice, 
retire the bonds by which it financed its capital construction, it would 
no longer continue to make payments to the bondholders, nor would 
the bondholders continue to have claims against the physical holdings 
of the company. 

The effect of this is in contrast toa subsidy. In fact, it is a subsidy 
in reverse where by this process the people of the Tennessee Valley 
are providing the Set Government with valuable electrical pro- 
duction and transmission facilities, the total cost of which will be paid 
by the people of the valley and, having paid for them, they will then 
continue to provide the Federal Government with substantial profits 
annually. 

We should like to point out also that one-quarter of the TVA’s 
reservoir power facilities have been financed from earnings from the 
power sales—a direct investment by the people in the valley through 
their electric bills. 

Furthermore, continued payment of net earnings into the general 
fund of the Treasury by TVA after amortization of the cost of power 
facilities will in time return the entire Federal investment in all of 
TVA’s facilities and not just the power facilities. 

This is to disregard other benefits which flow from TVA’s program 
and which are translatable into dollars. Examples of these benefits 
are as follows: 

Flood damage savings $11 million annually it has been estimated. 
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Savings to shippers, $10 million. 

Purchase of electric appliances—and most of these have been pur- 
chased outside of the valley—$200 million annually. 

Another benefit, and perhaps the most important of all, is the saving 
in electric bills to the consumers of electricity. I do not have figures 
for the entire valley but I do have them for the city of Chattanooga, 
which happens to be my home. In the 13 years and 1014 months of 
operation ending with the fiscal year June 80, 1953, the total savings 
to electric consumers in Chattanooga under the public or municipally 
owned distribution system, amounted to $76,387,260. These figures 
are a year old and you can add about $12 million to that to bring it 
up to date. 

For the fiscal year 1953 alone the amount was $11,970,180. These 
figures are based on the average rate per kilowatt-hour in 1938, which 
was the last full year of private operation of the electric utility in 
that city. 

Chattanooga uses approximately 6 percent of TV A’s power, which 
gives you some idea of the tremendous saving that occurred from the 
expanded sale of electricity at reasonable rates. If the savings to 
Chattanooga power users are only one-tenth of the total, then the total 
savings in the valley would be about $760 million in the past 14 years, 
or about the total amount of the TVA power investment. 

I should also like to suggest another approach to the problem of 
measuring benefits to the Nation from TVA. Per capita income in the 
area has risen from $163, which was 44 percent of the national average 
in 1933, to $1,005, which was 61 percent of the national average in 1952. 

In 1933 the valley States paid 3.4 percent of the national income tax. 
In 1952 this figure had risen to 6.24 percent of the national income tax. 

Translated into dollars, this means in the period from 1933 to 1952 
income taxes collected from the valley States would have been a little 
over $7 billion had the percentage of 3.4 remained unchanged. How- 
ever, it grew under the stimulus of TVA and the released energies of 
the people, to the figure of $12.6 billion for that period. This means 
that the Federal Government has received more than $5 billion in addi- 
tional income taxes which would not have been received but for the 

rowth and development of the valley at a greater rate than for the 
vation asa whole. This single item is several times the total appro- 
priations to TVA for all purposes. 

An underdeveloped region has been made to bloom and prosper to 
the benefit of the entire Nation. This is the kind of investment Uncle 
Sam can well afford to make in all sections of the country. Similar 
increases in trade activity, I feel, will in fact mean lower taxes per- 
centagewise as related to income for all of us. 

I would like to say a few words about this business of creeping 
socialism. Maybe there is truth to the charge that TVA represents 
a socialistic concept. There is no truth to the charge that it is creep- 
ing. Even its bitterest enemies concede its efficiency, its good manage- 
ment, and its ability to produce results with expedition and speed. 
TVA is socialistic in exactly the same way that our public schools 
are socialistic, or our sewer systems, fire departments, public high- 
ways, or publicly owned water systems. Indeed, one of the chief 
arguments used by the opponents of public schools in the early days 
was the same charge of socialism. 
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The error in thinking which leads to this pointless charge of social- 
ism as applied to TVA lies in the assumption that privately owned 
power companies are examples of private competitive business enter- 
prise. These privately owned power companies are in the nature of 
natural monopolies operating under franchise of the public with prof- 
its practically guaranteed by so-called State regulatory bodies or com- 
missions. They have no competition except public-power operations 
which stand as a constant reminder to them that the people can pro- 
duce and distribute their own electric power at rates which will make 
the benefits of electricity widely available. 

In the final analysis, the rivers belong to the people, and the people 
have a right to use them for their own benefit. When exploitation by 
private interests of our rivers or any other natural God-given resource 
passes reasonable limits the people both can and will take from the 
private exploiters the franchises which the people gave in the first 
place. In this sense TVA is socialism, the kind of socialism the Ameri- 
can people have never hesitated to use when the public welfare re- 
quired it. 

Let me say that the interest of the Tennessee Federation of Labor 
in the whole question of the use of our water resources and power is 
premised on the welfare of the people. We believe these resources 
should be so used as to produce maximum benefits to the people by 
raising their standard of living; by easing the burdens at haata and 
on the job, be it on the farm or in a factory; and by pointing the way 
toa brighter future. We believe TVA has been and 1s doing this, and 
it should be continued and expanded, and that the concept should be 
extended to other areas. 

Much of what I have said here today I said to the Task Force on 
Water Resources and Power of the Hoover Commission in June 1954. 
I hope that this committee will be more impressed than the task force 
evidently was, for their recommendations for a Federal water- 
resources policy would not only stop the expansion of such a program 
as TV A’s but would dismember and destroy TVA. 

The natural question is why? I think I know the answer to that 
question. With due respect to the opinions of those who sincerely 
oppose the TVA idea and the public ownership of public-power utili- 
ties, I believe this committee will find if it digs deeply enough in the 
right places that the answer lies in the outstanding success of TVA 
and the consequent embarrassment it affords the privately owned pub- 
lic utilities with its constant reminder to the people that electric power 
can be distributed and produced at profitable rates far below those 
which the privately owned electric utilities charge. 

Public-power operation in the Tennesse Valley has demonstrated 
the enormous profits inherent in the electric-power business when it is 
operated primarily for profit rather than for service. When a single 
city in a service area of a quarter of a million people can save in its 
electric costs about $12 million each year in electric bills, and still have 
enough margin to finance all of the additions and extensions to its 
distribution system out of earnings, the rich prize that is at stake 
begins to come into focus. 

Finally, I should like to point out one other factor. Water in and 
of itself is rapidly becoming a problem of paramount importance to 
the national welfare. I am not referring to flood control, or power, 
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or navigation, but, rather, to water as a basic human need for drinking, 
for household use, and for industrial uses. 

If the storage reservoirs were constructed to provide water for these 
purposes, over and above the water needed for navigation and power, 
as indeed they must if future needs are to be met, the addition of this 
fourth factor in the allocation of costs for dam construction might 
render feasible many dams which otherwise might be considered uneco- 
nomic. It is this factor which cannot be ignored as it was by the 
Hoover Commission in the formulation of any sound national water 
resources and power policy which will meet the imperative needs of the 
national welfare. 

Mr. Jones. Thank you very much, Mr. Smith. 

Mr. Larscoms. I believe your statement was directed at the power 
section of the Hoover Commission report. 

Mr. Smirn. Primarily, yes. 

Mr. Lirscoms. Recommendations 9 through 15. Do you have any 
criticism or suggestions as to recommendations 1 through 8 of the 
Hoover Commission report ? 

Mr. Suirn. As to recommendation No. 1, as I recall it, it consisted 
of a number of parts. 

Mr. Larscoms. They all have to do with a national water policy. 

Mr. Suirn. They were stated in generalities which I think were 
susceptible of a number of interpretations. It is not too clear what 
they meant by that. But the other specific recommendations dealing 
with these other factors, I do not know that I have any partic ular 
comment to make on. Our concern, speaking for the organization I 
represent, is with this idea or concept of the integrated development 
of a river basin or valley, which is composed of many factors. Did you 
have any specific ones of those that you had in mind ? 

Mr. Lirecoms. I suppose your organization agrees we need a national 
water policy for our Nation. 

Mr. Smitrn. Well, it may be that we need to reformulate it and 
restate it. We have had a ‘policy y in one form or another, or at least 
we have certainly taken action in the field. We think that the TVA 
concept points the way to the right kind of a w aterpower policy—a 
water resource and power policy which is not complete in itself. There 
are other factors. The irrigation factor, for example, is not a primary 
factor in this valley. Or, unlike the section of the country where you 
come from, at times we have more water than we need and it creates 
floods. Other sections have a shortage of water and their problem is a 
little different and we are really not qualified to express an opinion 
on it because it is one we do not have to deal with primarily. 

Mr. Lrpscoms. I believe in your statement you recommended that 
the TV A-type of installation should be considered for other parts of 
the country. 

Mr. Suirn. That is correct, yes. 

Mr. Lrescoms. How do you and your organization propose to do 
that in the face of trying to reduce taxes, balance the budget, and 
reduce the national debt, which your organization is for, I am sure! 

Mr. Suiru. Well, we would like taxes at the lowest point possible, 
of course. 

Mr. Lipscoms. But how can we go in and contribute Federal funds 
at all of these levels and still accomplis sh our objective in the way of 
tax reduction and budget reduction, and all of the rest of those things? 
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Mr. Smiru. I would say that the problem of tax reduction cannot 
be considered as an isolated problem. It must be related to the 
other problems. As I tried to indicate in the statement which I made, 
sometimes the savings in other ways will far outweigh the savings 
in taxes. In the final analysis if I can save $100 on a power bill 
as opposed to a proposed $25 saving in taxes, I will take the saving 
in the form of the power bill. It means the same to me economically. 
But it means more to me to save $100 in that way than to save $25 
in taxes. So it is not necessarily the tax reduction that we have to 
look at. These are actually investment of Federal funds which we 
are talking about. 

In the integrated development of a river basin you have an invest- 
ment of funds which pays off in terms of the benefits derived from 
it far and above the amount of investment in it. 

Mr. Liescoms. Of course we have the problem of the initial outlay. 
Do you suggest the sale of bonds in order to get the necessary money 
to invest in these projects ? 

Mr. Smiru. Well, that has been proposed and TVA, I believe, has 
formulated some self-financing proposals, or a series of them, which 
are due for consideration by Congress. Sometimes, of course, to 
meet a problem of that kind it is necessary to adopt a practical ap- 
proach to meet certain practical problems, but in theory it seems to 
me that there is no sound reason why the Federal Government should 
not get its money where it can get it the cheapest, which is its own 
money, in other words, rather than borrowing and paying interest 
on that. If the Federal Government is going to make an investment 
it ought to get its money like any prudent business could, from that 
place where it can get it at the lowest cost. There may be practical 
reasons why TVA should be put on a self-financing basis, such as the 
issuance of bonds, or some other device as a means of taking it out 
of the area of annual budget conflict. We feel if properly financed 
in that way it could carry its own weight without difficulty. 

Mr. Lirscoms. Of course, any time we make an investment today 
the Federal Government has to borrow the money to make the in- 
vestment and we have to pay interest on the national debt. 

Mr. Smiru. That is right. 

Mr. Lirscomp. So the financing today is a very interesting problem. 

Mr. Sarru. It is a difficult problem and it is not easy, but the TVA 
is paying back that investment, of course. 

Mr. Liescoms. I am also interested in whether you believe some 
of these things should be participated in on a partnership basis with 
the local, State, and Federal Governments. 

Mr. Smirn. I do not quite see the feasibility although I am not 
quite clear as to what you might mean by the term “partnership” in 
what is essentially a regional development. The Tennessee Valley 
or the Tennessee River Basin actually embraces parts of 7 States, I 
believe it is. When it comes to questions of State compacts, and 
things of that kind, I believe experience of the past where that device 
has been tried in some of the river developments, indicates a number of 
rather difficult questions which have to be answered before you ever get 
to a solution of your problems. In some cases they have been wran- 

ling over them for over 30 years or more. When more than one State 
is involved then each State has a certain element of sovereignty and 
you have to have unanimous agreement of the States, which is not 


re ee ee ee, ee 


wee OY 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1121 


always easy to get. The answer I would give to your question is “No.” 
In this type of development—there may be other fields in which this 
question would not apply—but on this type of development where 
you are seeking integrated development of the resources of an entire 
river basin, it is properly a Federal responsibility and can be dis- 
charged most economically and most efliciently in that way. 

Furthermore, it gets away from the centralized policy idea which 
seems to frighten a lot of people; because the TVA, as an example, 
is managed by a board situated in the valley and responsible for that 
particular development. If other river basins were developed in the 
same way, with similar boards, you would have a decentralized admin- 
istration, of course. 

The policies in the Columbia River Authority, if one were estab- 
lished, would not necessarily parallel completely those which have 
been adopted by TVA but, rather, I think, they would draw on the 
experience of TVA to improve and to adjust to the peculiar problems 
of that region. Likewise, with other river basins. 

Mr. Lipscoms. You are not suggesting that we should have in our 
Nation just public power operations? 

Mr. Smiru. No; I am not suggesting that, but I think in the great 
river basins that that is a proper and sound approach. There is plenty 
of room for privately owned public power also. 

Mr. Lirscoms. Why in your statement, when you were discussing 
this, did you talk about public power operations and private power 
monopoly? Why do you distinguish between them like that? 

Mr. Smiru. Well, the electric utility business is in the nature of a 
monopoly. You have very little of any genuine direct competition 
between two electric companies trying to sell electricity to the same 
community. 

Mr. Liescoms. Is not the TVA a monopoly in Tennessee ? 

Mr. Smirn. Certainly. Monopoly is not in and of itself bad. 

Mr. Lipscoms. I noticed in your statement you distinguished be- 
tween a public power operation and a private power monopoly. 

Mr. Smirn. That was not the distinction I was trying to make. 
What I was trying to do was to show the electric utility business, by 
the nature of it, is a monopoly and has no competition except the yard- 
stick competition of a public power monopoly, if you wish to call it 
that, which is set up to furnish this yardstick by which you can measure 
the privately owned public-utility operation. 

Tt is not like two businesses competing to sell to the same customer 
where you have competition of that type, which is the normal type 
of private enterprise. But you have a business the economics of which 
require that it be a monopoly. So it is good to have a check on it. 
We found that the State regulatory bodies were not adequate properly 
to regulate those monopolies. But, by the demonstration through 
such agencies as TVA that electric power can be generated and trans- 
mitted and distributed at a cost which is a fraction of what the pri- 
vate public utility companies charge, and still carry its own weight 
and still pay its own way, that is a demonstration to the people that 
it can be done, and they are not going to put up with high rates when 
they see they can get low rates through public operation; so it is com- 
petitive in that sense. 

Furthermore, when you sell electricity at a low rate, experience 
shows that the use of electricity goes up dramatically. There is a 
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direct relationship between the quantity of electricity which people 
use and the price of it. There is a very direct relationship. What 
you do with the low-cost power is to make it possible for people to do 
things electrically which they cannot do when the rates are high. It 
contributes to the way of life and to the ease of living. All you have 
to do is to look at some of the electrified farms in the valley or in the 
hills. 

I know one of the classic examples they used to cite in the early days 
of TVA. As you drive through the mountains of east Tennessee, 
quite in contrast to here, they have a little rustic cabin on the side of a 
hill. They did not have room inside for an electric washing machine, 
so they added a porch onto it and put the washing machine on the 
porch. They had an electric wire running in there and a meter and 
a washing machine on the front porch of that little one-room cabin. 
That was a tremendous change in the life of the woman of that house. 

Mr. Liescoms. Of course that had been happening in areas where 
there are private power operations also. 

Mr. Smiru. Yes, but I do not think in quite the same proportion. 
Of course you have the REA developments. 

Mr. Liescoms. Over the period of the last 20 years the technologi- 
cal developments in power, in electrical power, have helped as well 
in public power as it has in private power. 

Mr. Sorru. I think that is true. 

Mr. Lirscoms. As well as the development of TVA. It has been a 
development in electric energy which has benefited all of the Nation. 

Mr. Smrru. But if you take the map showing the power rates and 
look at the centers where you have the big, public power develop- 
ments and examine the rates as you go out from those centers, you see 
a constant increase in that rate and a constant decrease in the amount 
of electricity used. 

Mr. Liescoms. Where I come from we have a municipal system, 
probably one of the great ones, and right next door to us we have a 
private utility system which operates together in partnership prac- 
tically, drawing their power from the same place. 

Mr. Smiru. That goes on, certainly. The privately owned utilities 
which surround TVA have lower rates than the ones further away, 
which is I think directly atributable to the lower rates of TVA. 
Strangely enough they have made more money with those low rates 
than they made under the higher rates which they formerly charged 
and which others are still charging in other places. Of course, the 
technological advances in the electric utility industry have been tre- 
mendous in the last 20 years as is demonstrated by the fact that al- 
though the price of almost everything else has gone up tremendously, 
the cost of power has not, even in those areas which are not of the pub- 
lic power areas. 

Mr. Lirscoms. Even natural gas has gone down in price. 

Mr. Smiru. Yes, and I hope it will stay down. Iam not sure. 

Mr. Lirscoms. Thank you. 

Mr. Jones. Mr. Smith, earlier in your statement you talked about 
the subsidies that were charged to TVA and the people who live in 
the service area of TVA. Let me call your attention to the fact that 
a little better than 50 percent of all the energy generated by TVA 
is going into the atomic energy plants, into the wind tunnel, the Red- 
stone Arsenal, and several smaller defense plants, either Atomic 
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Energy Commission or Department of the Army, or Air Force installa- 
tions in the service area. Thirty-nine percent of the electricity is 
going to the municipalities and other co-ops. Two percent of the 
electricity is going te to the surrounding utilities, or utilities in the con- 
tiguous areas to ['VA. The rest is going to contracts, that is, the 
remainder is going kf contract purchasers mostly in the aluminum 
industry, which is Alcoa and Reynolds. 

The increased cost of electricity by as much as one mill would mean 
in increased bill to the taxpayers of ‘this country of $50 million a year. 

Who is the greatest recipient of these subsidies? The users of 
electricity or the t taxpayers of the country ¢ 

Mr. Smirn. Well, it seems to me that actually the taxpayers of the 
country benefit ; it seems to me that the Nation as a whole benefits by 
this program. 

Mr. Jones. If the recommendations of the Hoover Commission were 
to be placed into force and effect it would not only increase the price 
of energy to these 39 percent of the power users, but the greatest in- 
crease in cost would fall on the taxpayers who are footing the bill 
for this atomic energy work and the related defense work. 

Mr. Smirn. If I remember recommendation No. 9 correctly—and I 
believe it is No. ould substitute the present method used by 
TVA for the determination of wholesale power rates, which is based 
on the cost of producing the power, and it would substitute a measur ing 
stick of the cost of the power to the privately owned power companies 
and would use their rates as the yardstick by which TV A’s rates would 
be fixed, which would, of course, mean a drastic increase in the price 
of electricity. 

Not only that, but there is another effect which is, I think, implicit 
in what yousaid. This is, if the pressures of the low- ‘cost public-power 
program are taken off by the raising of those rates, then that means 
that the rates of the other companies will tend upward, maybe not 
in actual dollars and cents increases, but the pressure for lowering them 
a be off and they still stay at a higher rate, or perhaps even rise. 

», there is that other loss as well as the loss to the taxpayers, and 
ae is the loss to the other consumers who benefit indirectly through 
this competitive factor of the yardstick. 

Mr. Jones. You also made the recommendation in your testimony 
that the policies of the Federal Government be extended to include 
municipal and industrial water supply as a factor for consideration 
in the construction of dams and reservoirs, to afford the communities 
in the area where these projects are constructed the opportunity to 
have an abundant supply of water. Did you note on page 29 of its 
report the Commission laid great emphasis on that ? 

Mr. Smiru. It made passing reference. 

Mr. Jones. And it said it did not come within the purview of the 
Commission to study it. 

Mr. Sairu. I do not see how you can formulate a national water 
resources policy without taking that factor into very definite account. 
I think the Commission indicates quite clearly that increasing popu- 
lation—increasing uses for water—constitutes a tremendous pressure 
upon all of our water resources, which is going to produce a shortage, 
nationally speaking, rather than just in certain areas. It is rapidly 
becoming one of our No. 1 problems, that is, the problem of where to 
get enough water to meet the needs of the people. Unless we take 
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that factor of water supply into account for its uses, I do not see 
how we can have a sane policy which is going to hold up more than 
just a few years and a policy based on that short term. 

Mr. Jonrs. We will be shortsighted if we do not begin planning for 
the decades ahead. 

Mr. Smiru. That is right. 

Mr. Jones. Now, in recommendation No. 1, the Hoover Commission 
makes this statement : 


That the Congress adopt a national water policy on the following nine points: 


Then it sets out the points. Then subsequent to that, and on through 
recommendation 15, it makes separate recommendations. From the 
reading of those recommendations do you find any positive approach 
to a national water policy ? 

Mr. Smirn. I would say it was positive in a negative sense. I 
think while it sets up the standards—— 

Mr. Jones. In other words, almost all of them are restricted in 
their nature and, if carried out, they would circumscribe and restrict 
the water policy now in operation ? 

Mr. Smits. It is my view that it would, as I interprete those 
recommendations. It would dismember and destroy the integrated 
type of development such as TVA. In so doing it seems to me it 
would undercut the specific water power policy or what should be 
the water power policy of the Nation. ile they set up generali- 
zations in recommendation No., 1 they begin to spell them out in the 
other recommendations so that you begin to see just what they mean by 
those. Although they sound nice in recommendation No. 1, they 
end up being something quite different as we view the problem. 

Mr. Jones. Thank you very much, Mr. Smith. It is good to have 
you with us today. 

Mr. E. R. Roby, representative of the Southern Rail Carriers. Mr. 
Roby, will you excuse me for just one second? Let me ascertain the 
remaining witnesses and see if they are here. 

Mr. Floyd Jones. Is Mr. Jones here? 

(No response. ) 

Mr. Jones. Mr. James K. Smith of Louisville, Ky.? 

(No response.) 

Mr. Jongs. Mr, E. R. Wright? Mr. Cale Haun. Fine, Mr. Roby, 
we are glad to have you. 


STATEMENT OF E. R. ROBY, REPRESENTING THE SOUTHERN RAIL 
CARRIERS 


Mr. Rosy. Thank you, Mr. Chairman. First I want to thank this 
committee for giving us an vi fie to appear before your 
committee and present our statement. speak in behalf of the 


Southern Lines generally. My remarks will be addressed solely to 
the matter of imposing tolls on waterways for navigation. 
My remarks will be addressed to the question of imposing tolls 
against those making commercial use of the waterways. 
Transportation today is an intensely competitive service. It pres- 
ently embraces not only comparatively new, and additional, elements 
but also a vigorous revived institution once practically latent in the 
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form of navigable rivers, all of which have resulted in an over- 
abundance of service. 

Waterway, highway, railway, and air are all vying with one another 
for traffic. Sufficient rivalry would prevail if the struggle were sole- 
ly between common carriers in the several fields of operation, but on 
highways, and particularly waterways, much transportation is — 
formed by contract and private carriers. Contract carriers are those 
engaged usually in transporting certain cargoes for one or several 
particular shippers of regularly moving tonnage. Under the govern- 
ing law a waterway operator handling nothing more than three bulk 
commodities in a tow is a so-called exempt carrier and its rates and 
charges are beyond control or regulation by the Interstate Commerce 
Commission and not within the knowledge of anyone, save those who 
are parties to the transaction. Private carriers are those concerns 
who own both the property transported and the equipment in which 
it is transported. They are the interests primarily engaged in other 
businesses but who move their own products or materials. 

Subsidy has created a grave situation, the effect of which harms 
not only the railroads but extends to unfavored businesses and local- 
ities. 

The majority of our population is not located on navigable rivers. 
Inland communities, towns, and cities have businesses and manufac- 
turers which produce and ship the same kind of goods and products 
as businesses and industries located on rivers. All try to reach the 
same markets and sell in competition with one another. Subsidization 
of the water shippers places the inland business at a severe disad- 
vantage. Yet the inland producer is a taxpayer as much as the river- 
side producer. Thus, the interior man must not only suffer a disad- 
vantage in selling his goods in competition with his riverside compet- 
itor but as a taxpayer he is compelled to contribute to the thing that 
causes his injury and to no less degree than his competitor who bene- 
fits. In such case the subsidy amounts to economic discrimination 
against the inland city, town, or community. 

These inland places are eager to have their industries prosper and 
survive no less than the places on rivers and they have the same desire 
and aims toward attracting new and additional industries. The plea 
of lesser transportation charges by water has become an extremel 
important element in influencing plant location, both large and small, 
and it is constantly stressed as an exceptional asset by chambers of 
commerce of river cities in inducing plants to locate at those cities. 

Aside from the inequity in the situation, there is also the additional 
feature presented in the question of whether concentration of industry 
on the waterways is prudent and desirable. 

Barge service holds out to shippers lower rates than railroads main- 
tain because the unwary taxpayer assists the shipper or the private 
operator-shipper by relieving them of a part of the expense when the 

oods move by water. When the same shipper uses rail service, he pays 
or the complete cost of the service without any help from disinter- 
ested parties. 

In the report entitled “Public Aids to Transportation,” prepared by 
the Coordinator’s staff, this comment appears under the caption “Sig- 
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nificance of Savings Enjoyed by Users of Inland Waterway Improve- 
ments” : 

The savings * * * arise from the enjoyment of water rates which do not cover 
the entire cost at which the service is rendered. They are, therefore, not savings 
in an economic sense but represent in large part the transfer of cost from the 
users to taxpayers. Savings in a true sense can be reckoned only if total costs 
serve as a starting point. 

Assessment of tolls against those who commercially use the water- 
ways in their business activities we believe is sound Government policy. 
In the early periods of our national history it was customary for 
State governments, which had provided harbor facilities and inland- 
waterway improvements, to recoup in some measure expenditures that 
had been made through charging tonnage duties and tolls. In the case 
of the Erie Canal tolls continued to be collected as late as 1882.1 Tolls 
are now collected from those using the Panama Canal in domestic or 
foreign commerce. It is also expected to impose tolls on the St. Law- 
rence seaway. 

The basic facility used by waterway carriers has been recognized in 
a number of impartial Government studies such as the Federal coor- 
dinator’s report (Public Aids to Transportation, vol. I11), the report 
dated May 1932 of President Roosevelt’s National Resource Planning 
Board, the report of the staff of the Bureau of Investigation and 
Research (H. Doc. No. 159, 79th Cong., 1st sess.), and the report to 
President Truman from his Secretary of Commerce, dated December 
1, 1949, entitled, “Issues Involved in a Unified and Coordinated Fed- 
eral Program for Transportation.” 

The free right-of-way, provided by the Government in maintenance 
and operation of locks, dams, and channels in river service, is equiva- 
lent to maintenance of way and structure in railroad operation. 
Maintenance of way and structure expenses for all southern region 
class I railroads for 1952 (the Interstate Commerce Commission has 
not distributed figures for later years) constituted about 30.4 percent 
of total railroad operating expenses. 

The significance of this much of the advantage enjoyed by waterway 
users can be appreciated when it is realized that the total operating 
expense of class I southern region railroads for last year was $1,035,- 
678,919 and that 30 percent of that figure amounts to more than 
$310 million. When one agency must meet this expense and the 
other is allowed to escape it, any comparison of the relative competency 
and value of one with the other is destroyed. 

The figures relate solely to current maintenance and do not embrace 
‘apital expenditures. 

One reason frequently advanced to justify Government subsidy is 
that water transportation is of great importance in national defense, 
the theory being that the inland waterways are needed to relieve the 
railroads of the burden of voluminous tonnage during such times. 
It is a matter of record, attested to by the highest authorities of the 
armed services, that during the Second World War the railroads 
handled at least 90 percent of all military and war freight. This 
record clearly demonstrates that the national defense interest of the 
country lies in rail transportation. 


* Coordinator Eastman’s Public Aids to Transportation. 
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Certainly it is true that railroads are essential to the successful 
prosecution of war. That position was held generally and expressed 
during the last World War by President Roosevelt, members of his 
Cabinet, and high ranking officers of the Armed Forces charged with 
the duty of moving men and materials. 

During World War II the railroads assumed the burden of trans- 
porting the greatly increased volume of tonnage. Since then their 
portion of the overall transportation performance has gradually 
lessened. 

I call attention to a mimeographed statement which shows the ton- 
miles for various transportation agencies and the share of the total 
transportation each agency performed during the war years and 
subsequently. 

Mr. Chairman, can we have this document offered in the record and 
have it made a part of the record ? 

Mr. Jones. Yes, sir. Without objection, the table will be shown at 
the end of the statement of Mr. Roby. 

Mr. Rosy. Ton-miles is the means of expressing transportation 
performance—it represents the number of tons times the number of 
miles each ton is carried. During the war years, from 1942 to 1945, 
the railroads performed substantially 70 percent of the service. For 
the succeeding 4 years, 1946 through 1949, they performed 65.04 per- 
cent of the service. For the 4 later years, 1950 through 1953, the rail- 
roads performed 55.19 percent of the transportation and for the year 
1954, 49.51 percent of the transportation service. We believe that 
subsidization of other agencies has been responsible for much of our 
lower share of our total tonnage that we have experienced since the 
war. 

There is general acceptance of what we believe is the mistaken idea 
that improved waterways create traffic but that is rarely the case. 
A waterway may attract traffic but it is mainly tonnage diverted from 
other transportation agencies—usually railroads—which would have 
moved in the absence of a waterway. Improved waterways do not in- 
crease, to any significant degree, the productive capacity of the Na- 
tion. It is true that the availability to shippers of site Abide FNP cont 
water transportation induces industry to locate on rivers, but that gain 
is offset by the loss suffered by other areas not located on rivers. 

For the most part, those interests moving the greater volume of 
tonnage on the water perform their own transportation service. That 
is true with respect to petroleum and petroleum products, coal, and 
iron and steel. Recently I made a check of the transportation lines 
operating on the Ohio River from the publication compiled by the 

nited States Corps of Engineers known as Transportation Series 
No. 4—1954, and found that of a total of 152 operating companies 
(omitting local towing companies operating within a single harbor) 
there were only 11 common carriers, which means that the vast pre- 
pane of river traffic is handled by private operators which own 

th the property transported and the equipment in which it is trans- 
ported, and contract carriers which are engaged in handling regular 
cargoes for particular ee It seems fitting here to point to the 
statement appearing in the report made by President Roosevelt’s 


70818—56—pt. 6——8 
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Board of Investigation and Research, Senate Document No. 159, 79th 
Congress, 1st session: 

It must be added that in view of the predominate use of many improved water- 
ways by a few private and contract carriers serving principally large industrial 
concerns it cannot properly be assumed that the benefits are broad enough to 
diffuse so as to make it a matter of indifference whether the cost of waterway 
improvements are borne by the user or the taxpayer. 
and a like assertion made in Coordinator Eastman’s report of public 
aids to transportation which reads: 

It has been shown previously that on many bodies of water the predominate 
use is that of contract or private carriers. Such presumably was not the inten- 
tion of those who authorized the expenditure for the improvements that have 
been made. As contract carriers serve mainly large shippers, the effect in 
substance is that the bulk of the use of our waterways is by such shippers.” 

The matter of land grant to railroads is frequently given as the 
reason for subsidization of water transportation. The Federal grants 
were awarded as an encouragement to railroad construction for the 
primary purpose of developing the country. Only about 8 percent 
of the railway mileage in the United States received any land grant. 
Land grants were not gifts in the sense that they were free without 
strings attached because they stipulated that the Government receive 
material concession in the rates and fares for freight tonnage and 
troops. 

Some of the early grants were given based on Government traffic 
being moved without charge; others on basis of the Government pay- 
ing 25 percent of the commercial rate, and still others on basis of the 
Government being accorded a 50-percent reduction. Around the turn 
of the century the freight-rate concession was, under law, made uni- 
form by providing that Government freight would be transported 
at 50 percent of charges applicable for commercial shippers. It 
proved a very good bargain for the Government. That the Govern- 
ment was reimoursed, and fully reimbursed, is apparent from a state- 
ment made by Senator Myers, who as Senator from Pennsylvania was 
in charge of the Senate transportation inquiry of 1949, 

Senator Myers made this statement : 

The study of expenditures of public funds in aid of transportation also includes 
an enumeration of Federal and State aid given to the railroads through land 
grants. Both the Eastman report and the Senate committee report on this 
subject in the 79th Congress state that the special land-grant freight and pas- 
senger rates have resulted in savings to the Federal Government of an amount 
far in excess of the value of all the land grants. The highest value placed upon 
the Federal land grants is approximately $429 million, whereas the reports 
indicate that the saving to the Federal Government in special rates amounted 
to a little over $1 billion. Apparently it was upon this basis that the 79th Con- 
gress repealed special land-grant rates in 1945. 


In 1940 the Congress declared as the national transportation policy 
that all modes of transportation should be fairly and impartially 
regulated so as to recognize and preserve the inherent advantages of 
each in the promotion of safe, adequate, economical, and efficient serv- 
ice and to foster sound economic conditions among the several types 
of carriers without undue preference or advantages or unfair or de- 
structive competitive practices—all to the end of developing, coordin- 
ating, and preserving a national transportation system by water, high- 
way, and rail, as well as other means, adequate to meet the needs of 
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the commerce of the United States, of the postal service, and of the 
national defense. 

That strong, clear, simple statement appears as a preamble in the 
Interstate Commerce Act and we believe that it Teasia expressed the 
intent that each mode of transportation should find its proper niche 
in the whole broad scheme of the Nation’s transportation system. 

Only by invoking the principles set out will each mode of transporta- 
tion find its true economic status. And not until then can the inherent 
advantages, or disadvantages, of each kind of service be determined 
and properly appraised as the national transportation policy requires. 

Railroads could have no valid objections to diversion of tonnage to 
the waterways if diversion were the result of waterways being the 
more economical, taking into account all costs regardless of whose 
dollars are spent to provide the facility. However, railroads feel that 
they do have a just cause for complaint when tonnage is diverted from 
rails due to the Government assuming a portion of the shipping ex- 
pense when shippers use the waterways. 

Railroads are certain that the method of transport which can 
supply service most economically is going to be in greatest favor 
and that such results must be accepted irrespective of whom it favors 
or hurts. 

Now, Mr. Chairman and Mr. Lipscomb, I have heard it said here as 
to what may happen, or what is thought may happen if there were 
tolls put on the waterways as recommended by the Hoover Commis- 
sion report. It is not my idea that the imposition of tolls on waterways 
would destroy waterways. I just cannot conceive that. I know there 
is too much difference between waterway costs on tonnage and rail 
tonnage costs even those moving in long freight hauls. There is too 
much difference in cost, in my opinion, for the imposition of tolls to 
drive the business off the river, that is, to drive the real boat business 
off the river. 

Mr. Jones. Is it your thought that the purpose of tolls should be 
as a revenue-producing measure, or as a yardstick for equalizing 
freight rates between the rail carriers and water carriers? 

Mr. Rosy. No, I do not mean it as an equalizer, Mr. Chairman. I 
look at it as something that should be done as a matter of right—let 
it fall where it will. 

Mr. Jones. In other words, your interest is to see that the Govern- 
ment recaptures the amount of money invested in these Federal proj- 
ects? That is your interest and the interest of the railroads? 

Mr. Rosy. That is true. We think that will cause us to get some 
business that is now probably moving entirely by barge, but at the 
same time it will be on a proper basis. You will have the economics 
of the situation determining who should get it. As I said before, I am 
not of the belief that the imposition of tolls is going to render these 
rivers nonusable for navigation. 

Mr. Jones. But your principal reason, as I understand it, Mr. 
Roby, is not to equalize the rates of the two types of carriers, but 
to see that the Government recaptures the amount of capital expendi- 
tures made in navigation projects? 

Mr. Rosy. Ithinkso. Yes,sir. I have never thought that it would 
equalize the situation. In fact, in view of what I said in my conclud- 
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ing statement here, I believe that the difference in costs is always 
going to lie in favor of the waterways. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lipescoms. Are railroads and waterways actually competing or 
do they carry different types of goods? 

Mr. Rosy. No, they all carry the same types of tonnages. I say 
“all.” I will say the waterways and the railroads carry the same 
types of tonnage. 

Mr. Liescoms. When we talk about bulk traffic; the railroads carry 
bulk goods? 

Mr. Rosy. Oh, very much so. We carry coal and iron ore, and all 
kinds of ores as well as sand and gravel, and items such as petroleum 
products, sand and gravel, iron and steel and iron articles, which 
represent or constitute, I would say, about 70 to 80 percent of the river 
tonnage. I am talking about the rivers I know about, which are the 
Ohio and Mississippi. 

Mr. Lirscoms. So, actually they are all competing for the same 
type of traffic ? 

Mr. Rosy. Yes. We are competing. We have tried in some cases 
to file tariffs that contain the precise rate that is available by water, 
including the incidental expenses which are incurred in shipping by 
water from point A to point B, but we have not been successful in 
getting the Interstate Commerce Commission to approve any actual 
precise rate that is available by water. The Commission at times has 
given us or approved, or said what they would approve. When we 
tried to get the same rate, they said they would approve a differential 
of 10 percent most generally over the all-water costs. 

Mr. Lirpscoms. You are really advocating user charges that will 
cover amortization of capital investment? 

Mr. Rosy. I do not understand that, sir. You have the Hoover 
report there. 

Mr. Lipscoms. Recommendation No. 8 recommends sufficient 
charges to cover maintenance and operation and also authorizes the 
Interstate Commerce Commission to fix such charges. That is the 
recommendation you are supporting. You are not going any further 
than that, into amortization of capital investment; are rout 

Mr. Rosy. No, sir. 

Mr. Jones. Thank you very much, Mr. Roby. We are glad to 
have had you, sir. 

Mr. Rosy. Thank you, Mr. Chairman. 

Mr. Jones. Without objection at this point in the record the table 
requested by Mr. Roby to be inserted in the record will be made a part 
of the record. 
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(The table referred to is as follows :) 


Statement showing the ton-miles of various transportation agencies together 
with the percentage proportion for each type of transportation for years 1942 
through 1954, and 4-year grouping before and after World War II 


Railways 


Motor 
carriers 


50, 207 
48, 199 
49, 308 
56, 155 


Ton-miles (in millions) 


Inland 


ineli 
waterways Pipelines 


148, 565 
141, 652 
150, 112 
142, 756 


74, 730 
96, 257 
132, 336 
123, 293 





602, 099 | 
664, 422 
647, 267 
534, 694 | 
2, 448, 482 


596, 940 
655, 353 
623, 373 
614, 199 


2, 489, 865 | 
556, 600 | 


i 
77, 918 | 
87. 640 | 
93, 653 | 


323, 511 
125,995 | 
182, 467 
184, 106 
206, 808 


699, 376 
214, 600 | 





123, 973 

146,714 
150, 530 
139, 396 


114, 916 
560, 613 


163, 344 

182, 216 
168, 367 
202, 439 


431, 156 

3 344 129, 174 
152° 115 
157, 502 
165, 728 


604, 519 | 
179, 200 








716, 366 
173, 500 








1 Preliminary. 
2 Less than 0.01 percent. 


i 


8.72 
10.61 


8. 60 


12. 40 
15. 56 
16. 24 
17.38 


15. 50 | 





19. 09 


| 


Airways 


1, 020, 875 
1, 078, 995 
1, 013, 412 


4, 032, 079 


223 | 
235 | 


688 | 3, 764, 450 


308 | 
372 | 
415 
427 | 


1, 522 | 
400 


882, 939 
993, 360 
1, 005, 257 
882, 894 


1, 015, 761 
1, 172, 523 
1, 133, 763 
1, 189, 601 


4, 511, 648 


1, 124, 300 


Percentage of total 


8.13 | 
9. 43 
12. 26 | 
12. 16 


10. 58 


10. 48 | 
10. 48 
11. 90 
13.02 


16. 17 
13. 87 | 
13. 91 
14.09 | 


14. 


! 
| 
| 
| 


46 
14. 04 | 
14.77 
14.97 | 
15.79 | 


14. 


89 


11. 45 | 


16. 08 
15. 54 
14. 85 
17.02 


88 | 


12.72 
12. 97 
13. 89 
13. 93 


15. 13. 40 


15. 43 | 








15.94 | 
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Mr. Jones. Mr. Floyd Jones, of Trenton, Tenn., representing the 
Tennessee Rural Electric Cooperative Association. 
We are glad to have you, Mr. Jones. You may proceed. 


STATEMENT OF FLOYD JONES, MANAGER, GIBSON COUNTY ELEC- 
TRIC MEMBERSHIP CORP., TRENTON, TENN., AND PRESIDENT, 
TENNESSEE RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Jones. Thank you, sir. Mr. Chairman and gentlemen of the 
subcommittee, my name is Floyd Jones. I am the manager of the 
Gibson County Electric Membership Corp., Trenton, Tenn., a rural 
electric cooperative serving 21,000 member consumers in northwest 
Tennessee. I am also the president of the Tennessee Rural Electric 
Cooperative Association, an organization of 21 rural electric coop- 
eratives in Tennessee serving more than 248,000 member consumers, 
who take electric service principally for their homes and farms. All 
of these cooperatives purchase their electric power reuirements from 
the Tennessee Valley Authority. 

I would like to first thank the subcommittee for conducting hearings 
on the Hoover Commission report on water resources and power, be- 
cause it is certainly in the public interest that the people who would 
be affected by the Hoover Commission recommendations be heard 
from. I specifically want to thank the subcommittee for allowing me 
to present what I believe are the views of rural electric leaders in 
Tennessee. 

I want to call your particular attention to recommendation No. 9 of 
the Hoover Commission. In this recommendation, the Commission asks 
that the Congress empower and direct the Federal Power Commission 
to fix the rates on Government power sales at such levels that will: 

(a) Eliminate the inequities now imposed upon the great majority 
of the people. 

(6) Amortize and pay interest on the Federal investment in power, 
plus an amount which will equal Federal tax exemption based upon 
the Federal taxes paid by the private utilities; and 

(c) Provide payments in heu of full taxes to the State and local 
government equivalent to those the private utilities would pay. 

My comments will, in the main, refer to this recommendation as it 
relates to the Tennessee Valley Authority. The Commission states 
on page 109, volume 1, of its report, that— 

It is obvious from the financial experience given in the last chapter that 
the Federal taxpayer is subsidizing these projects. 

We resent and reject this conclusion specifically as it relates to the 
Tennessee Valley Authority. 

There is the clear implication that the users of power generated by 
the TVA do not pay their fair share of State, local, and Federal taxes 
in any form. 

During the fiscal year ended June 30, 1955, the TVA made in lieu 
of tax payments, $3,878,000 to the costs of local governments. The 
distributors of this power paid taxes or in lieu payments, in the 
amount of $6,192,000. This total of $10,070,000 contributed to State 
and local governments in taxes, or in lieu payments, for the fiscal 
year 1955, from the consolidated revenues received by the distributors 
and by TVA, excluding only sales to Federal agencies, represented 
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6.2 percent of those revenues. The latest date we have for all private 
utilities in the United States is for the calendar year 1954. The 
average percentage of their revenues paid for State and local govern- 
ments was 8.9 percent. The 12 private companies that retail power in 
areas adjacent to the area served by the TVA system range in pay- 
ments from 4.8 percent of taxable revenues, to 11.3 percent. 

When we take another view of this comparison, we find that in 
1937 before the major transfers of property from private to public 
ownership in this region, the State and local taxes on all electrical 
operations in the same area totaled less than $3,350,000. In 17 years, 
in the TVA power service area, the taxes received by State and local 
governments from their power suppliers have grown by 200 percent, 
a rate of increase considerably higher than the average for private 
power companies. The State and local tax payments by private 
utilities of the Nation showed a growth of 170 percent, from $207 mil- 
lion in 1937 to $563 million in 1954. 

May I ask you, gentlemen, where is the inequity here? 

In my own cooperative, we expect our local taxes for 1955, based 
upon assessments by the Tennessee Public Service Commission, to be 
17 percent above those of 1953 and 1954. For all the cooperatives in 
Tennessee, the increase is expected to average 19 percent. This in- 
crease is for a 2-year period. At that rate of increase, our ad valorem 
taxes would double in less than 10 years. 

When we take a look at the earnings from the standpoint of the 
Federal Government, it is also difficult to find an inequity there. It is 
true that no percentage of TVA’s net income is reported paid to the 
Federal Treasury under the heading “Income tax.” However, all 
the earnings of the TVA belong to the Federal Government as the 
owner. It is found that the Federal Government has received more 
income from this public power system than it would have received 
in Federal income taxes on a privately owned utility with similar 
revenue. In fiscal year 1955, TVA net income remaining after allow- 
ance for costs of money to the Government (on appropriated funds as 
well as reinvested funds) was approximately $25,300,000. All of this 
money belongs to the Federal Government. <A private company would 
have paid an income tax of approximately $12,700,000 on this profit. 

Over the entire period from TV A’s inception to the present, 1933-55, 
the Government earned $312 million on the TVA power investment, 
after paying all operating and maintenance expenses, depreciation, and 
payments in lieu of State and local taxes. These earnings represent 
an average annual return of 4 percent on the Government’s average in- 
vestment during the past 22 years. The average cost of money to the 
Government, of its marketable obligations, was approximately 2 per- 
cent and if that rate of interest had been charged on the power in- 
vestment for the full period, it would have amounted to $156 million, 
exactly half of the 4-percent return. The remaining $156 million is 
the Government’s margin over and above all the before-listed deduc- 
tions. 

This is 15.3 percent of TV A’s gross power revenues of $1,017 million 
for the period. 

Let us now compare the $156 million in the above calculation with 
the income taxes the Government might have received from a private 
utility with the same gross revenue in those years. The Federal 
Power Commission reports the income-tax payments of the Nation’s 
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private electric companies as a percent of their gross revenues from 
power sales. For the last 22 years, income taxes ranged from approxi- 
mately 3 percent of gross revenues in the early thirties to approxi- 
mately 13 percent in recent years. 

If we apply the annual percentages to TVA revenues, a typical pri- 
vately owned utility would have paid Federal income taxes of approxi- 
mately $110 million from $1,017 million of sales during the period. 
The margin of $156 million which TVA earned for the Government 
was $46 million more than that amount. Again, I ask you, gentlemen, 
where is the inequity ? 

Comparing the 183 percent paid by all private utilities in recent 
years, ignores the fact that half of TVA’s revenues are from bulk 
power sales to agencies of the Federal Government and a lower tax 
rate should be applied to such revenues. In the two cases where 
private utilities have contracted to sell large quantities of power to 
AEC, namely, the Ohio Valley Electric Corp. and Electric Energy, 
Inc., the income taxes paid by these utilities are expected to average 
above 1.9 percent of gross power sales. 

The explanation for the low rate structure in the Tennessee Valley, 
is not to be found in an elaborate and detailed comparison of the 
taxes of all types paid on the production and distribution of electric 
power. The explanation is to be found in mass distribution economics. 
This is why the cost per kilowatt-hour of producing, transmitting, 
distributing and managing the sales of electricity is about half as 
Jarge in the Tennessee Valley as in the privately owned utility sys- 
tems of the United States. Comparing the cost before interest, taxes, 
and profits, we find that in the Tennessee Valley Authority area this 
cost of producing and delivering kilowatt-hours to the ultimate con- 
sumers is 5.4 mills. The comparable cost for the Nation’s privately 
owned utilities in 1952 was 10.1 mills, about twice as much. 

There is still another view that is very revealing, so far as the return 
to the Federal Government of the entire TVA program is concerned. 
In 1933, the 7 Tennessee Valley States paid only 3.4 percent of all 
individual income-tax revenue received by the Treasury. In 1953, 
the individual income-tax payers in those 7 States paid 6.1 percent of 
the total national individual income tax collections—an increase of 
2.7 percent in the proportion of taxes paid out of the valley States. 
The difference between these rates of tax collections in the year 1953 
alone amounts to approximately $1 billion. This is the amount of gain 
to the Nation in income-tax collections in 1 year alone as the result 
of the economic gain following the establishment of TVA. 

In the 20-year period, 1933-53, the increased proportion of in- 
dividual income-tax collections from the area, has amounted to nearly 
$8 billion, which is many times the total Federal investment in all 
TVA. Again, I ask, where is the inequity ? 

Maps of the Eastern half of the United States on electric rates in 
1932 and 1952 graphically demonstrate how the TVA low rate struc- 
ture has brought down average electric bills. These maps clearly 
show the average cost for electricity in the home increases as the dis- 
tance from the TVA project. The electric rates on the periphery of 
the TVA area have been materially lowered during this 20-year 
period. It would seem, therefore, that because of the criticism of the 
TVA rates on the part of our private power friends that the profits 
of those utilities would have measurably decreased. Exactly the op- 
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posite has been true. The common stock earnings of large, privately 
owned utilities contiguous to the TVA (with 1937-39 as a base of 
100) moved to 275 in 1946, while the comparable United States total 
reached 137. By 1952, the earnings of these private utility neighbors 
moved to 510 in the index, while the comparable total for the United 
States reached 225. We see, then, that the dollar profits of private 
owners of power systems over the Nation are twice as large in the 15- 
year nari while the private power neighbors of TVA are earning 
profits 5 times as large as they were. This is a clear proof of the 
a of the demonstration of volume sales and lower rates on 
rofits. 

5. With regard to the earning of profits, it might not be amiss for us 
to suggest to our private power friends that if they first remove the 
beam from their own eyes, they could see more clearly to remove the 
mote from the eves of their friends in the Tennessee Valley. 

Many years ago, this region was called the Nation’s economic 
problem No. 1. What with the vast development in this area in the 
last 20 years, it seems that we have made great progress in becoming 
defense area No. 1 in the Nation, as well as economic asset No. 1 in 
the Nation. We do not aspire to any greater development than the 
Nation as a whole and yet we do wish our development to continue 
in order that we take our proper place in a strong Nation. 

With the ever-increasing use of electric power, the lives of our 
people in this State have been literally transformed. In the early 
1930’s, the outlook for many of our rural people was bleak indeed, 
such that there was only poverty and hopelessness to look forward to. 
On our farms, we could not keep topsoil nor top people. This trend 
has been reversed, a fact that is of immense economic importance to 
the Nation as a whole. 

So far as the rural and small town people of Tennessee are con- 
cerned, the adoption of the Hoover Commission recommendations on 
electric power would be a severe regressive action. It would strike 
a death blow to the hopes, the efforts and the progress of our people 
during the past 20 years. We do not believe that any well-informed, 
reasonable person would wish to destroy the attainments that have 
been made. 

I am told that many years ago, David Lilienthal, in an address being 
made in New York City, said in substance that the skyscrapers of 
New York do not rest on the rocks of Manhattan but on the streams, 
the forests, the minerals, and the soils of America. What we have 
tried to do in the Tennessee Valley is to develop those assets for the 
benefit of the people in the area and make material contributions to 
the well-being of the Nation as a whole. 

During the past 20 years, the streams, forests, minerals, and soils 
of the Tennessee Valley have been blossoming, causing our people to 
blossom. Inevitably, these blossoms have cast their fragrance over 
wide reaches of the United States. Unfortunately, some of our 
friends in other parts of the Nation do not recognize that fragrance. 
We believe that after a careful and unbiased study, you gentlemen 
will recognize it. 

I thank you. 

Mr. Jones (chairman). Spoken like a good Jones. Are there any 
questions ? 
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Mr. Lipscoms. On page 3 of your statement, in the last paragraph, 
will you explain how it is figured that the Federal Government from 
1933 to 1955 has earned $312 million on the TVA power investment ? 

Mr. Fioyp Jones. That is the amount of money earned over and 
above TVA’s actual operating expense, including maintenance, de- 
preciation on payments made in lieu of taxes from its power sales, 
and investment. 

Mr. Lirescoms. $312 million ¢ 

Mr. Fioyp Jones. I would like to check that, sir. Yes; that is 
the information I have. 

Mr. Liescoms. Does that include the in-lieu taxes in your theorv? 
Is that where you get it? 

Mr. F.oyp Jones. That is after all in-lieu taxes have been paid 

Mr. Lirscoms. When you use the term “the Government” you mean 
both Federal and local governments earned $312 million? 

Mr. Fioyp Jones. Yes. 

Mr. Lirscoms. Not just the Federal Government ? 

Mr. FLoyp Jones. Not the Federal Government; no. There were 
no in-lieu taxpayments made to the Federal Government, but to the 
State and local governments. 

Mr. Liescoms. But the $312 million includes in-lieu taxes, as you 
have it there in your statement ? 

Mr. Fioyp Jones. After it has been deducted. No; it does not 
include it; no. 

Mr. Liescoms. That is what I am trying to arrive at. How did 
you arrive at the $312 million figure? 

Mr. Fioyp Jones. I am not sure I have it with me. The total earn- 
ings were $1,017 million. The information I have indicates that after 
deducting that—that would be $705 million, I believe—the total of all 
operating expenses, including depreciation, maintenance, and in-lieu 
taxpayments, would be such a figure that deducting that figure from 
the $1,017 million of total power sales income, you would have $312 
million that the Government has earned on its power investment after 
paying all operating and maintenance expenses and depreciation and 
payments in lieu of taxes. 

Mr. Lipscoms. When did the legislation go into effect that the Gov- 
ernment would be paid money out of your operating profit ? 

Mr. Fioyp Jones. I state it in the statement, I believe. 

Mr. Lipscomn. Was that in the act of 1948? 

Mr. Jones. What do you have reference to? 

Mr. Larscoms. When TVA would repay the investment to the Fed- 
eral Government. 

Mr. Jones. In 40 years? 

Mr. Lirscomn. Yes. 

Mr. Jones. That was the appropriation act of 1948. In the $312 
million figure that he has here, $220 million of that is actual cash pay- 
ments to the Treasury. About $75 million is a bond issue or bonds 
that have been redeemed, and the rest is capital on hand. 

Mr. Fioyp Jones. A portion of that has been reinvested. 

Mr. Jones. This does not refer to the reinvestment item. 

Mr. Lrrscomn. This question, Mr. Chairman, might be academic but 
I would like to eet it straightened out in my mind. 

Mr. Jones. Surely. 
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Mr. Lirscoms. I have a report here, which is a report from the 
Comptroller General of the United States to Congress on the Ten- 
nessee Valley Authority for the fiscal year ending June 30, 1954, which 
in part says: 

Payments from net power proceeds since the legislation was enacted have 
been $77,500,000— 

They refer to the act of June 30, 1948— 


of which, $27,500,000 was applied to the reduction of bonded indebtedness and the 
remaining $50 million was paid into the general fund of the United States 
Treasury. Payments during 1954 totaled $20 million, of which $5 million was 
applied to the bonded indebtedness, and $15 million was paid into the general 
fund of the United States Treasury. 

Now, was that money paid back to the Government prior to 1948? 

Mr. Jonrs. Yes; that is the reason why the figures only go back to 
the 1948 amendment. The figures the witness is using are the total 
amount, as I understand it. What you are saying is that $312 million 
is the total repayments. 

Mr. Fioyp Jones. The total amount earned. 

Mr. Jones. Earned on—— 

Mr. Fioyp Jones. On the power investment. 

Mr. Jones. Do you know under the payment schedule of 1948 
whether TV A is in arrears or ahead of schedule ? 

Mr. Frioyp Jones. I do not have information on that with me, but I 
have seen the schedule and I understand that they are ahead of the 
schedule payments. 

Mr. Jones. Are there any other questions ? 

Mr. Lipscoms. No. Mr. Chairman, I understand the theory he has 
in his statement in regard to financing, although personally I do not 
agree with that theory. 

Mr. Jones. Thank you very much, Mr. Jones. It was good to have 
you today, sir. 

Our next witness is Mr. E. H. Wright, of Tennessee, representing 
the Tennessee Valley Public Power Association. 

All right, you may proceed, Mr. Wright. 


STATEMENT OF ERVIN H. WRIGHT, MANAGER, SOUTHWEST 
TENNESSEE ELECTRIC MEMBERSHIP CORP., AND MEMBER, 
TENNESSEE VALLEY PUBLIC POWER ASSOCIATION 


Mr. Wrieut. Mr. Chairman and gentlemen of the committee, my 
name is Ervin H. Wright. I am manager of the Southwest Tennes- 
see Electric Membership Corp., which is a cooperative distributing 
electric energy, purchased under contract with the Tennessee Valley 
Authority, to its 18,000 members. 

Mr. Jones. I believe that is about the largest co-op in the area. 

Mr. Wricnt. I have to give Mr. Floyd Jones credit for having one 
bigger than mine. 

Mr. Jones. Is that right? 

Mr. Wricut. Yes, sir. 

These members, all rural people, live in nine west Tennessee coun- 
ties. They expect their cooperative to continue distributing low-cost 
power to their homes and places of business and in increasing amounts 
as their requirements demand. This is one reason why I am happy 
and privileged to be here. 
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I am also a member of the Tennessee Valley Public Power Associa- 
tion and serve on its executive committee. This is an organization 
of municipal and cooperatively owned electric power systems pur- 
chasing power from the Tennessee Valley Authority. This organiza- 
tion through its member organization represents some 6 million peo- 
ple, both municipal and rural citizens, who look to their power dis- 
tributors for their electric power requirements and I might add at 
the lowest possible cost consistent with sound business principles. 

In representing these organizations, it is necessary that I voice 
my opposition to the recommendations to the Congress made by the 
Commission on Organization of the Executive Branch of Govern- 
ment and their report on water resources, and particularly part 5 
of volume I of this report. 

Twenty years ago the people of the Tennessee Valley by popular 
vote overwhelmingly rejected the public power companies and ac- 
cepted the public power method of receiving their electric purer re- 
quirements. By doing so they have received the benefits of low-cost 
power and it has become available to all the homes in the region 
to the extent that over 95 percent of the rural and urban establish- 
ments now receive central station service as compared to the 3 percent 
receiving electric service while private power companies were the sole 
source of their service. These people today still feel the same as they 
did 20 years ago and do not want to be returned to the system they 
voted out. This is certainly what would happen if the recommenda- 
tions made by the Commission were enacted into law by the Congress. 

The people of the valley realize the importance of economy and 
good organization in their government. They welcome fair and im- 
partial criticisms and recommendations from an unbiased Commis- 
sion. Howevere, we do not feel that this is the case in this Commis- 
sion report. In 1953 the Chairman of the Commission, Mr. Herbert 
Hoover, stated that the Government should get out of the power busi- 
ness and recommended the sale of the Tennessee Valley Authority. 

In June 1954, Governor Clement and Mayor Dempster of Knoxville, 
appearing before the Commission, vigorously protested that members 
of the task force were prejudiced against public power and particularly 
the Tennessee Valley Authority. An editorial in the Nashville Ten- 
nessean on June 2, 1954, disclosed the fact that not one single member of 
the Commission could be considered a spokesman or representative of 
public power. The dissenting reports by the four members of the 
Commission indicate that the task force was not representative of the 
several viewpoints involved nor were there members of the task force 
favorably disposed toward programs like the Tennessee Valley Au- 
thority. We feel that on the basis of these disclosures that the Com- 
mission had prejudged the case before the evidence was heard and that 
the recommendations made in the report were biased. 

By action of Congress creating the Tennessee Valley Authority and 
the vote of the perene some years ago, municipal and electric power sys- 
tems of the valley have contracted with the Tennessee Valley Authority 
for their power supply, obligating the Tennessee Valley Authority to 
become the sole supplier of electric power. Many of the homes and 
businesses, both rural and urban, now depend on this electric power as 
the sole means of lighting, heating, and cooling of their establishments, 
as well as for their cooking, preserving their food, and supplying their 
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water. More and more people every year are investing their money 
in electrical appliances that perform these services, resulting in an 
increase of 10 percent per year in use and demand for power. This 
orderly development of the economy in the valley would come to a 
halt should the recommendations of the Hoover Commission be put in 
force by Congress. ‘The result of these recommendations would mean 
an increase in cost of power which the consumers could not afford. 

Mr. Chairman, I believe that the main recommendations affecting 
Tennessee Valley Authority and public power in general as contained 
in part 5 of the water resources and power report are fairly well an- 
swered by the Tennessee Valley Authority bill known as the Davis- 
Jones TVA financing bill now before the Congress. This bill would 
amend the Tennessee Valley Authority Act to provide for private 
financing of the Tennessee Valley Authority requirements. 

More than 50 years ago President Theodore Roosevelt foresaw the 
exploitation of our natural resources by and for the benefit of a few 
large private corporations and through his efforts the preference clause 
came into being. From this time on it has been consistently attacked 
by selfish groups but Congress has seen fit to strengthen and uphold this 
clause as have the courts upheld its legality. I believe it is our duty 
to see that this law is protected and these great power projects are 
continued for the benefit of this generation and for those to come. 

Mr. Jones. Thank you very much, Mr. Wright. Any questions, Mr. 
Lipscomb ¢ 

r. Lipscoms. No. 

Mr. Jones. Thank you, sir. 

Mr. Wrient. Thank you. 

Mr. Jones. That concludes the list of witnesses we have scheduled 
for today. Is there anyone present who has not been heard and would 
like to be heard? If so, he is welcome to make his appearance. 

(No response. ) 

(The list of names of the people requested to appear as witnesses and 
the letters requesting them to appear are as follows :) 

The only invitations extended by the subcommittee were to members of the 
congressional delegation and to Brig. Gen. John R. Hardin, division engineer, 
Lower Mississippi Valley Division, Corps of Engineers, and president of the 
Mississippi River Commission. 

The other witnesses were either invited by Congressman Clifford Davis, or 
they requested that they be heard. 

The letter to the Members of Congress read as follows: 

“DEAR COLLEAGUE: This subcommittee, in carrying out its responsibility to 
conduct hearings on the Hoover Commission report on water resources and 
power, has scheduled hearings in Nashville, Tenn., on October 31, and in Memphis, 
Tenn., on November 3 and 4. 

“We shall be happy to have you present at either or both of these hearings to 
participate in any manner you wish. 

“With kindest personal regards and best wishes, I am, 

“Sincerely yours, 
“(Signed) Bos Jones.” 

Mr. Jones. The chairman, on behalf of himself and the members of 
the committee, would like to express appreciation and gratitude to 
Congressman Davis, who has arranged this meeting for us. The 
judge deserves our thanks for making the courtroom available to us. 
as well as the many other things he has done to help us. 
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I want to thank also the building attendants and the members of the 
press and the people who have received us so cordially and so hos- 
pitably. I do not think there is any greater city anywhere than 
Memphis. 

I particularly want to thank the witnesses who came from great 
distances and who appeared here with prepared statements, or state- 
ments on which they spent great effort on their part in acquiring the 
wealth of information that was supplied to the committee. We have 
benefited immeasurably by the information that has been received 
from the witnesses. 

Again let me thank you and hope that we have the occasion to come 
back to this lovely city in the near future. Thank you. 

(Whereupon, at 12: 15 p. m., the hearing was concluded. ) 


Xx 
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